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MOREH EAD STATE UNIVERSITY

Management's Discussion and Ana lysis

MANAGEM ENT'S DISCUSSION A ND ANALYSIS

Morehead State University's (the Uni versity) Management Discussion and Analysis (MD&A) of its financial
condition provid es an ove rview of the fina ncial perfo rmance of the University for the yea r ended June 30,
2013. Management has prepared this d iscussion, a long w ith the fina ncial statements and related footnotes, to
provide summa ry financial information. MD&A s hould be read in conjunction w ith the accompanying
fi nancia l sta tements and foo tnotes.

Financial Hig hlights

•

The finan cial statements indicate that the University's financial condition remained stable a t June 30,
2013. Finan cial operations were conducted in accordance with the approved budget plan.

•

Total assets were $264 mill ion versus $265 m illion at Ju ne 30, 2012. Significant components of the
assets include $31 million in cash, $17 million in accou nts, grants and loans receivable, net, $14 million
in investments, $2 million in inventories and $201 million in capital assets net of depreciation.

•

Total liabilities were $81 mi llion versus $86 million at Ju ne 30, 2012. The significant components of the
liabilities were $65 million in bonds, notes and capital lease obligations, $7 million in accounts payable
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MOREHEAD STATE UNIVERSITY
Management's Discussion and Analysis, continued
and accrued liabilities, $3 million in refundable grants and $5 million in unearned revenue and other
liabilities.

•

Total net position was $184 million at June 30, 2013 a nd $179 million at June 30, 2012. Significant
components of net position include $136 million net investment in capital assets, $7 million in
expendable restricted net position, $13 million of non-expendable restricted net position and $28
million in unrestricted ne t position.

N e t Po s itio n
(millions)
June 30, 2013

183.6

190.0
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180.0
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160.0

150.0
2013
2012

•

(millions)

Operating revenues were $80 million fo r the year ended June 30, 2013 and $77 million for the yea r
ended June 30, 2012. Operating expenses were $141 million versus $143 million at June 30, 2012. This
resulted in an operating loss of $61 million at June 30, 2013 a nd $67 million at June 30, 2012.

•

Net non-o pe rating revenues were $63 million for the year ended June 30, 2013 a nd $64 million for
the yea r ended Ju ne 30, 2012. No n-opera ting revenues were comprised prima ril y of state
appropria tions. The comb ination of the ne t loss from opera tions, the net non-operating revenues
and capita l appropria tions o f $3 million, resulted in a n increase in net position of $5 million.
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MOREHEAD ST ATE UNIVERSITY
Management's Discussion and Analysis, con tinued

Using the Annual Report
This annual report consists of a series of financial s tatements, prepared in accordance w ith Governmental
Accounting Standards Board (CASB) Statement No. 35, Basic Financial Statements - and Management's

Discussion and Analysis - fo r Public Colleges and Universities. These financial statements focus on the financial
condition of the University, the results of operations and cash flows of the Uni versity as a w hole.

One of the most important questions as ked about University finances is whether the University is better off as
a res ult of the year's acti vities. The information needed to ans wer this question can be found in:

•

Statement of Net Position,

•

the Statement of
Revenues, Expenses and
Changes in Net Position
and

•

the Statement of Cash
Flows.

These statements present financial
information of the University in a

•

format similar to that used by
corporations and present a longterm

view

of the

University's

finances. To get a full understanding of the University's financial condition these statements should be reviewed as
a whole and not individually. Further important information can be found in the Notes to the Financial Statements,
beginning on page 29 of the Financial Statemen ts. The Notes to the Financial Statemen ts contain policies,
explanations and schedules that should be reviewed before, during and after reviewing the Financial Statements in
order to get a complete understanding.
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MOREHEAD STA TE UNIVERSITY
Management's Discussion and Ana lysis, continued
The Statement of Net Position
This statement includes all assets and liabilities. It is prepared under the accrual basis of accounting, whereby
revenues and assets are recognized when the service is provided and expenses and liabilities are recognized
when others provide the service, regardless of when cash is exchanged. The Universitys net position (the
difference between assets and liabilities) are one indicator of the Universitfs financial health.

Over time,

increases or decreases in net position can indicate improvement or erosion of the University's financial health.
Changes in net position should be considered in conjunction with non-financial factors such as enrollment levels
and conditions of facilities.

The Statement of Revenues, Expenses and Changes in Net Position
This statement presents the revenues earned and expenses incurred during the year. Activities are reported as
either operating or non-operating. GASB 35 requires state appropriations and gifts to be classified as nonoperating revenues. Accordingly, the University will generate a net operating loss prior to the addition of
non-operating revenues. The utili zation of long-lived assets, referred to as capital assets, is reflected in the
financial statements as depreciation, w hich a mortizes the
cost of an asset over its expected useful life.

The Statement of Cash Flows
This s tatement presents information related to cash inflows
and outflows, summarized by operating, non-capital
financing, capital financing and investing activities.

An

important factor to consider when evaluating financial
viability is the Unive rsity s ability to meet financial
obliga tions as they mature.

Reporting Entity
Morehead State University is a component unit of the
Commonwealth of Kentucky.
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MOREHEAD STA T E UNIVERSITY

Management's Discu ssion a nd Ana lysis, continued

Condensed Financial Information
S tatement of Net Position (in thousands)

2013

2012

$ 46,452

$ 53,631

200,575

193,629

17,255

17,551

264,282

264,811

16,499

17,760

Assets
Current assets
Capita l assets
O ther noncu rrent assets
Tota l assets

Liabilities
C urrent liabi li ties
Noncurrent liabilities

64,144

68,443

80,643

86,203

135,758

124,871

6,887

20,173

Restricted, nonex pendable

12,744

12,409

Unrestricted

28,250

21,155

$183,632

Si 1Z8,6Q8

Tota l liabilities

Net Position
Net investment in capital assets
Restricted , expenda ble

Total net position
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MOREH EAD STA TE UNIVERSITY
Managem ent's Discussion and Analysis, continued

Total Assets
(millions)
June 30, 2013

270

264.3
264.8

260
250
240
230

As o f June 30, 2013, the University's to tal assets a mo unt to ap proximate ly $264 millio n versus $265
millio n a t June 30, 2012. Inves tment in ca pital assets, ne t of d ep recia tio n, represented the Un iversity's
largest asset, to ta ling $201 millio n com pared to $194 m illion a t June 30, 2012. Cash and investments,
tota ling $45 millio n at June 30, 2013 a nd $54 m illio n at June 30, 2012, were the University's next la rgest
asset.
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Management's Discussion and Analysis, continued

Assets
(millions)
June 30, 2013

Cash
12° 0

Capital Assets, :-:et
76%

:\.ccounts Reccinble
6° o

Total assets decreased by $529 thousand during the yea r e nded June 30, 2013. The principal areas of
change were:
•

cash and cash equi valents d ecreased approximately $8.4 million,

•

accounts, grants and loans receivable, net increased approximately $1.2 million,

•

capital assets, net of accumu lated d epreciation, increased approximately $6.9 million,

•

investments and other assets d ecreased app roximately $0.2 million

Liabilities
At June 30, 2013, the University's liabi lities totaled approximately $81 million versu s $86 million the
previous year.

Bonds, notes payable and capita l lease obligations fo r ca pital assets represented $65

million versus $69 million at June 30, 2012.

7

MOREHEAD STATE UNIVERSITY
Management's Discussion and Analysis, continued
Total Liabilities
(millions)
June 30, 2013

2013

2012

Total liabi lities d ecreased by $5.6 millio n dur ing the year ended June 30, 2013.

This decrease was

primarily due to a $4 million decrease in bonds, notes and capita l lease obliga tions.

Net Position
Net position at June 30, 2013 totaled approximately $184 million compared to $179 million at June 30,
2012. Net investm ent in capita l assets, to ta led $136 million vers us $125 million at June 30, 2012. Restricted
net position totaled $20 millio n compared to $33 million a t June 30, 2012. Unrestricted ne t position totaled
$28 million versus $21 million at Ju ne 30, 2012. Total net positio n increased by $5 million during the year
ended June 30, 2013.
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MOREH EAD STATE UNIVERSITY
Manage ment's Discussion and Anal ysis, continued

Net Invest111e11t i11 Capita l Assets
Net investme nt in capita l assets, increased by $10.9 million, primarily due to building renovations.

Total Net Position
June 30, 2013

C Lf'.test..::ic ted

C &p,:id!ble

□ :\"o n

9

&p.,..den:iable

MOREHEAD STATE UNIVERSITY
Management' s Discussion and Analysis, continued

Restricted Net Position
Restricted net position is subject to s tipulations mad e by e ntities exte rnal to the Univers ity that govern
the use o f these funds. Restricted net position d ecreased by $13 million from the previo us yea r to $20
million. This w as primarily due to expenditures for residence ha ll renovations and the Guaranteed
Energy Savings Project.

Res tricted N e t Position
June 30, 2013
Retirement of Debt

Loan
4%

Unexpended Plant

27%

End owment
64%

Uurestricted Net Position
Unrestricted net position increased by $7 million from the p revious yea r to $28 million. Unrestricted ne t
positio n is not subject to exte rnally imposed restrictions . However, s ubs tantiall y all o f the unrestricted
net position ba la nce has been a llocated fo r the support of academic p rograms and othe r initiatives, the
comple tion of ca pita l projects, or wo rking ca pital requirements.
position as o f June 30, 2013 is as fo llows:
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MOREHEAD STATE UNIVERSITY
Management's Discussion and Analysis, continued

Allocation of Unrestricted Net Position
June 30,2013
Working Capit al

27%

Internal Reserves

42%

Allocated project
funds
4%

Capital construction
6%

Accreditations

0%
Operating budgets

21%

A llocatio11 of U11restricted Net Positio11 (i11 thousands)

Working capital
Allocated project funds
Capital construction
Ope rating budgets
Accreditations
Inte rnal reserves
Unrestricted net assets
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2013

2012

$ 7,578

$ 6,896

1,215
1,825
5,871
32
11,729
$ 28.250

241
1,656
5,238
25
7 099

$21,lli

MOREHEAD STATE UN IVERSITY
Ma nage ment's Discussion and Analysis, conti nued

Statement of Revenues, Exp enses and Changes in Net Position (in thousands)
2013

2012

Stud ent tui tion and fees, ne t

$ 40,517

$ 39,040

Federal gra nts a nd contracts

12,484

12,199

1,393

2,035

636

845

2,458

2,281

17,646

15,510

Operating Revenues

State and local gra nts and con tracts
Nongovernmental g ra n ts and contracts
Sales and services of ed ucationa l activities
Auxilia ry enterprises
O ther operating revenues

4 589

4729

79,723

76,639

119,576

120,915

12,526

12,584

Deprecia tion

9,646

9,876

Othe r ope ra ting (ga in) loss

(628)

94

Total o pe rating expenses

14].120

143,469

(61,397)

(66,830)

Grants and contracts

23,441

22,001

Sta te appropriations

42,162

44,149

69

284

(2,654)

(2,744)

63,018

63,690

Income (loss) before capital appropriations

1,621

(3,140)

Capita l appropriations

3,410

5,722

Increase in net position

5,031

2,582

178,608

176,026

$183,632

$ l Z8,6Q8

Tota l operati ng reven ues

Operating Expenses
Ed uca tional a nd gene ra l
Auxil iary ente rprises

Operating loss
N on-operating Revenues (Expenses)

Investment income, ne t
Inte res t on cap ital assets - d ebt re lated
Net non-operating revenues

Net position, beginning of yea r

Net position, end of y ear
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Ma nagement's Discussion and Analysis, continued
Reve1111es

Tota l o perating revenues were approximately $80 million for the year ended June 30, 2013 a nd
approxima te ly $77 million for the yea r ended June 30, 2012. The most significant sources of operating
revenue for the University a re net student fees $41 million, federa l gra nts and contracts $12 million,
a uxilia ry enterp rises $18 million, state and loca l g rants $1 million a nd othe r revenues including, p rivate
g rants a nd sales and services of educational activities, $8 million.

Sources of Rc\'cnucs
June 30, 2013
C.1pit.1! 1\ppropri:1111ms.

Non Opcr,ring \
2'-'o

FClkr.tl~r.tms
& comr.ic1s.
9"'-~

Gr:mts & Comr.ict,
~on Opcr:uin!Z, -

S1:uc & Ioctl

I(•~'•

Sales & ~cn,ccs
of ttlua.uonll
nc1i\·itks

/ ~.

<:::iioll '

Opcr.uing
llc\'cnuc

54•1.

Studcm tuiuun
St:H c

:1ppror211on!'I, .J

Non Opcr.nin~

28"',
Othl·r
opcratin~

,\ uxihJry

f C\"COUt'

cn1crpri~s

l~ v

Expenses
O pera ti ng expenses tota led approximately $141 m ill ion compared to $143 million at June 30, 2012. Of this
amount, a p proxima te ly $120 million was u sed fo r educationa l and gene ra l expen ses re lated to functions
such as instruction, research a nd p ubl ic service.
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Management's Discussion and Analysis, con tinued
Operating Expenses
June 30, 2013
Depreciation
6%

Other Operating
Expenses

0%

Auxiliary
enterprises
9%

Educational and
general
85%

Cash Flows
Another way to assess the financial health of an ins titution is to look at the Sta tem en t of Cash Flows. The
primary purpose of the Stateme nt of Cash Flows is to provide informa tion about the cash receipts and
cash pay me nts made by the Uni versity du ri ng the period. The Statement of Cash Flows also hel ps
financial s ta tem ent readers assess:
•

the University's ab ility to generate futu re net cash flovvs

•

the University's ab ility to meet obliga tions as they become du e and

•

the University's need for external financing .

Statement of Cash Flows (In Thousands)
Year ended June 30, 2013 and 2012

2013

2012

$ (54,264)

$ (57,169)

65,603

66,150

(19,950)

2,504

223

296

(8,388)

11,781

39,866

28,085

Cash Provided By (Used In):
Operating activities
Noncapital financing acti v ities
Capital and related financing acti vities
Investing activ ities
Net (d ecrease) increase in cash
Cash, beginning of the yea r

Cash, end of the year

$

14

31.428

$

32,866

MOREHEAD STATE UNIVERSITY
Management's Discussion and Analysis, continued
Major sou rces of funds included in operating activities are s tudent tuition and fees, $40.4 million versus
$38.8 million the previous year and gra nts and contracts, $14 million compared to $14.2 millio n the
previous yea r. The la rgest cash payments for operating activities were made to suppliers $71.1 millio n
vers us $71.8 million the previous yea r a nd employees $61.4 million compared to $62.1 million the
previous year.

The

largest

cash

receipt

in

the

noncapital financing activities group is
the operating appropriation from the
Commonwealth of Kentucky of $42.1
million

versu s

$44.1

million

the

previous year and cash used by capita l
related

financing

activities

is

primarily expended on the construction
and acquisition of capital assets.

Capital Asset and Debt Administration

Capital Assets
Capital assets, net of accumulated depreciation (bu t not of related debt), totaled approximately $200.6
millio n at June 30, 2013 ve rsus $193.6 million at June 30, 2012. This represents a net increase of $7.0
million from June 30, 2012. Significant changes to capital assets during fiscal 2012 - 2013 included :

Buildings and structures
Library add itions, equipment and vehicles
Net cha nge in construction in progress
Increase in accumulated depreciation, net

15

$ 8.2

0.8
5.4
(7.5)

million
million
million
million

MOREHEAD STATE UNIVERSITY

Ma nagement's Discussion and Ana lysis, continued

Debt
At yea r-end, the Un iversity had $64.9 mi llion in outstand ing debt versus $68.9 million the previous yea r.
This includes $52.9 million in bonds payable compared to $56.3 mi ll ion a t June 30, 2012. In addition, the
University had capital lease obligations o f $12.0 million com pared to $12.6 m illion the previous year-end.

Outstandi n g D e bt
June 30, 2013

Capital L ease
obligations
18%
Consolidated
Educational

\ ___

2%
General Receipts
80%

The University's debt is summarized by type of d ebt instru men t as follows (in tho usands):
Jun e 30,

Gene ra l Receipts bonds
Consolida ted Ed ucationa l bui ld ings revenue bonds
Cap ita l lease obligations

2013

2012

$51,845

$54,695

1,080
11 993

1,650
12,639

$ 6'1,218

$ 68.28:l

Debt outstanding decreased approxima tely $4 million from the end of the prio r year.
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MOREHEAD STATE UNIVERSITY
Management's Discussion and Analysis

FACTORS IMPACTING FUTURE PERIODS
The following are known facts and circumstances that could a ffect future financial results:
•

The University's Board of Regents has approved an operating budget for the fi scal year ending
June 30, 2014 totaling $143.9 million.

•

Under the 2013-14 tuition model, undergraduate students wi ll be assessed tuition on a full-time
flat rate pricing structure and grad uate stud ents will continue to be assessed tuition on a per
credit hour basis. The 2013-14 tuition rates include a 3% increase in the underg raduate resident
full-time base rate.

•

On September 10, 2013, the University sold General Rece ipts Bonds for $9,475,000. These bonds
w ill be amortized over twenty years, and will be used to fund the renovation of a residence hall.
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Report of Indepe ndent Auditors

Members of the Board of Regents and
Dr. Wayne D. Andrews, President
Morehead State University
Morehead, Kentucky
Secretary of Finance and
Administration Cabinet of the
Commonwealth of Kentucky
Report o n the Fina ncial Statem ents
We have audited the accompanying fi nancial statements of the business-type activities and discretely
presented component uni t of Morehead State University (the University) as of and for the years ended
June 30, 2013 and 2012, and the related notes to the financial statements, w hich collectively comprise the
University's basic fi nancial statements as listed in the table of con tents.
Managem ent's Responsibility fo r the Financial Statem ents
Management is responsible for the preparation and fa ir presenta tion of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial sta teme nts that are free from materia l rnisstatement, whether due to fraud or
error.
Auditor's Respon sib ility

Our responsibility is to express opinions on these financial statements based on our au d its. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and
the standards app licable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we p lan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material m isstatement.
An audit involves performing procedures to obtain audi t evidence about the amoun ts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether d ue to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
p reparation and fai r p resentation of the financia l sta tements in orde r to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's interna l control. Accordingly, we express no such o pinion. An audit also includes evaluating

106 W. Vine Street. Su,te 600
Lexington, KY 40507
859-255-2341 phone
859-255-0125 fax
500 W. Jefferson Street. Su11e 1400 • Louisville, KY 40202
502-589-6050 phone
502-581 -9016 fax

d

dorton.com

Board of Regents
Report of Independen t Auditors, continued

the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the financial statem ents referred to above present fairly, in a ll material respects, the
respective financia l position of the business-type activities and the discretely presented component unit
of Morehead State University as of June 30, 2013 and 2012, and the changes in its financial position and its
cash flows thereof for the years then ended in accordance w ith accoun ting principles generally accepted
in the United States of America.
Other Matters

Required Su pplementary lllfonnatio11
Accounting principles generally accepted in the United States of Am erica req uire that the management's
discussion and analysis on pages 1-17 be presented to supplement the basic financ ial statemen ts. Such
information, a lthough not a part of the basic financial s tatem ents, is required by the Governmen tal
Accounting Standards Board who considers it to be an essential part of fina ncial reporting for placing the
basic financial statements in a n appropriate operational, economic, or his torical context. We have app lied
certain limited procedures to the required supplementary information in accordance w ith auditing
standards general ly accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the info rmation and comparing the information for
consistency with management's responses to our inquiries, the basic financial statemen ts, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the informa tion because the limi ted procedures do not provide us with
s u fficient evidence to express an opinion or provide any ass urance.

Other Information
Our audit w as conducted for the purpose of forming an opinion on the financia l statements that
collectively comprise Morehead State University's basic financial statements. The s up p lemental
information contained on pages 60 and 61 and the Schedule of Expend itures of Fe deral Awa rds, on pages
62 throug h 72, as required by the U.S. Office of Management and Budget Circular A-133, A11rlits of States,
Local Govern111ents, and Non-Profit Organizations, is presented for the purpose of additional analysis and is
not a required part of the basic financia l statements.
The supplemental information contained on pages 60 and 61 and the Schedule of Expenditures of Federa l
Awards, on pages 62 th roug h 72 is the responsibili ty of management and was d erived from and relates
directl y to the underlying accounting and other records used to prepare the basic financia l statements.
Such info rmation has been subjected to the auditing procedures applied in the audit o f the basic financial
sta tements and certain additional procedures, including compari ng a nd reconciling s uch in formation
directl y to the unde rl ying accounting and other reco rds used to pre pare the basic finan cial s tatements or
19

Board of Regents
Report of Independent Auditors

to the basic finan cial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the su pplemental
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.
Other Reporting Required by Government Auditing Standards

In accordance w ith Government Auditing Standards, we have also issued our report dated October 24, 2013
on our consideration of Morehead State University's internal con trol over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and g rant agreements and
other matters. The purpose of that re port is to d escribe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to p rovide an opinion on
internal control over financial reporting or on compliance. That re port is an integral part of an audit
performed in accordance w ith Government Auditing Standards in conside ring the University's internal
control over financial reporting and compliance.

October 24, 2013
Lexington, Kentucky
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MOREHEAD STATE UNIVERSITY

Statemen ts of N et Positio n
June 30, 2013 a nd 2012

Asse ts
Current assets:
Cash and cash equi valents
Accounts, g rants and loans receivable, net
Prepaid interest
Invento ries
Other current assets
Total current assets

2013

2012

$ 31,478,329
13,247,937
102,192
1,623,643

$ 39,866,034
12,007,850
124,649
1,571,687
60 948
53,631,168

46,452,101

Noncurrent assets:
Accounts, grants a nd loans receivable, ne t
Prepaid interest
Investments
Capital assets, net
To ta l no ncurren t assets

3,658,181

Total assets

13,596,954
200,574,796
217,829,931

3,696,930
102,191
13,751,313
193,629,289
21U 79,723

264,282,032

264,810,891

Liabilities and Net Pos ition
Curren t liabilities:
Accounts payable and accrued liabi li ties
U nearned revenue
O ther current liabil ities
Bonds and capital lease obligations,
cu rrent portion
Total cu rrent liabilities

7,008,292
4,060,378
949,162

7,992,272
4,824,398
876,832

4,481,040
16,498,872

4,066,315
17,759,817

Long-term liab ilities:
Bonds and capita l lease obligations,
noncu rrent portion
Ad va nces from fed era l gove rnment fo r stu dent loans
Unearned revenue
Total long-term liabilities

60,437,551
3,416,142
290,235
64,143,928

64,918,592
3,233,892
290,235
68,442,719

80,642,800

86,202,536

135,758,395

124,871,223

6,887,238
12,743,671
28,249,928

20,173,298
12,408,359
21,155,475

Total liabilities
Net position:
Net investment in cap ita l assets
Restricted:
Expen dable
Nonexpendable
Unrestricted
Total net position

$ 183.639.2~

See accompanying notes.
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178.608.355

MOREHEAD STATE UNIVERSITY FOUNDATION, INC.
Statements of Financial Position
June 30, 2013 and 2012
2012
Assets

Current assets:
Cash
Accrued interest receivable
Current portion of p led ges receivable
Current portion of net investment in capital leases

$

$

844,976
5,712
756,191
186,638

1,685,392

1,793,517

38,419,822
119,920
209,319
1,389,027
429,344

34,917,391
115,716
220,787
1,729,018
503,362

40,567,432

37,486,?74

UZ,252,82~

$ 32,2Z2,Z21

Total current assets
Noncur rent assets:
Investments, at fa ir value
Cash surrender value - life insurance
Property and equ ipment, net
Pledges receivable, net of current portion
Net investment in capital leases, net of curren t portion
Total noncurren t assets
Total assets

737,396
3,358
870,620
74 018

Liabilities and Net Assets

Current liabilities:
Accrued liabilities
Cu rrent portion of ann uities payable
Due to Morehead State University

201,948
31,928

23,954
201,948
60 948

233,876

286,850

12,014,828
1,041,603

12,014,828
1,103,652

13,056,431

13,118,480

Total liabil ities

13,290,307

13,405,330

Net assets:
Unrestricted
Temporarily restricted
Permanent!y restricted

(1,745,596)
12,661,752
18,046,361

(1,727,219)
10,199,948
17,401,732

28,962,517

25,874,461

$

Total curren t liabilities
Long-term liabilities:
funds held in trust fo r Morehead State University
Annuities payable, net of current portion
Total long-term liabili ties

Total net assets
Total liabilities and net assets

$

$..Jl2!2s2,m

See accompn11yi11g notes.
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$

32,2Z2.Z21

MOREHEAD STATE UNIVERSITY

Statemen ts of Revenues, Expenses and Changes in Net Position
Years ended June 30, 2013 and 2012

2013

2012

40,516,548
12,483,560
1,393,374
636,051
2,457,546

$ 39,039,988
12,199,360
2,035,319
845,269
2,280,687

10,561,975
4,922,585
2,161,837
4,589,438
79,722,914

9,074,062
4,568,260
1,867,502
4,728,587
76,639,034

44,203,014
2,241,288
5,623,128
3,311,965
12,001,070
15,973,516
13,767,591
8,642,717
9,646,093
13,812,188

45,591,539
2,033,009
6,138,702
3,350,368
11,857,698
16,704,430
13,599,198
8,812,954
9,876,079
12,826,208

6,472,245
4,224,767
1,828,854
(628,205)
141,120,231

6,694,111
4,054,650
1,835,704
93 675
143,468,325

(61,397,317)

(66,829,291)

Operating revenues:
Student tui tion and fees (net of scholarship
allowances of $29,750,887 and $26,063,738)
fed e ral gran ts and contracts
State and local grants and contracts
Nongovernmental g rants and contracts
Sales and services of edu cational activities
A uxiliary ente rprises:
Residence halls (net of scholarship allowances
of $253,768 and $454,597)
Bookstore
Other au xiliaries
Other operatin g revenu es
Total operating revenu es

$

Operating expenses:
Education and gen era l:
Instruction
Research
Public service
Library
Academ ic support
Student services
Institutiona l s upport
Operation and maintenance of p lant
Dep reciation
Student aid
Auxilia ry enterp rises:
Residence halls
Bookstore
Other auxiliaries
Othe r operating (gain) loss
Total operating expenses
Operating loss

23

MOREHEAD STATE UNIVERSITY
Statements of Revenues, Expenses and Changes in Net Position
Years ended June 30, 2013 and 2012

2013

2012

23,441,203
42,162,425
68,618
(2,654,540)
63,017,706

22,001,090
44,148,933
284,405
(2,744,349}
63,690,079

Income (loss) before capital appropriations

1,620,389

(3,139,212)

Capital appropriations

3,410,488

5,722,066

Increase in net position

5,030,877

2,582,854

178,608,355

176,025,501

$ 183,639.232

$. 1Z8.6Q8.m

Nonoperating revenues (expenses):
Grants and contracts
State appropriations
Investment income, net
Interest on capital asset-related debt
Net nonoperating revenues

Net position, beginning of year
Net position, end of year

See nccompnHying notes.
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MOREHEAD STATE UNIVERSITY FOUNDATION, INC.
Statements of Activities
Year ended June 30, 2013

Unrestricted

Revenues and o ther s upport:
Contributions

$

311,534

Temporarily
Restricted
$

1,148,778

Permanently
Restricted
$

644,629

Total
$

2,104,941

Other revenue a nd ga ins:
Investment income:
Interest and dividend income, net
Realized and unrealized gains
In-kind contributed services
Development activities
Other income
Annuities payable adjustment
Net assets released from restrictions:
Restrictions satisfied by payments
Total revenues and other suppo1t

16,026

560,589

576,615

2,698

2,568,260

2,570,958

99,499
431,368
58,823
(134,870)

294,245
40,124

99,499
725,613
98,947
(134,870)

2,150,192

(2,150,192)

2,935,270

2,461,804

644,629

6,041,703

Expenses:
Program expenses:
Co ntributions to Morehead State
University for:
Academic programs

1,148,462

1,148,462

202,287

202,287

Operations and materia ls

758,823

758,823

Student fina ncial aid

506,177

506,177

Athle tics

111,490

111,490

2,727,239

2,727,239

191,633

191,633

34,775

34 775

2,953,647

2,953,647

Athletics
University sup port:

Total program expenses
Ge neral and administrative
Fund raising

Tota l expenses
Change in net assets
Net assets, beginning of year
Net assets, end of year

$

(18,377)

2,461,804

644,629

3,088,056

(1,727,219)

10,199,948

17,401 ,732

25,874,461

!1,H:.i,5..2..6}

$__l2,.6.6J,_Z52

18,0!16,36.1

$_ 2.8 1.62,51.'Z

See accompa11ying notes.
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$

MOREHEAD STATE UNIVERSITY FOUNDATION, INC.
S ta tem e nts of Activ ities
Year ended June 30, 2012

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

Revenues and other support:

$

Contributions

14,111

$ 2,359,367

26,712

806,801

833,513

(37,608)

297,153

259,545

516,870

$

519,655

$ 2,893,133

Other revenue and gains:
Investment income:
Interest and dividend income, net
Realized and unrealized gains (losses)
In-kind contributed services

100,228

Development activities

235,772

281,098

32,151

38,332

Other income
Annuities payable adj ustment

100,228
70,483
(56,468)

(56,468)

Net assets released from restrictions:
Restrictions satisfied by payments
Total revenues and other support

2,984,775

(2,984,775)

3,299,673

797,976

519,655

4,617,304

Expenses:
Program expenses:
Contributions to Morehead State
University for:
3,365,409

3,365,409

272,287

272,287

Opera tions and materials

849,550

849,550

Student financial a id

443,763

443,763

80,180

80,180

5,011 ,189

5,011,189

185,792

185,792

19 425

19.425

5,216,406

5,216,406

Academic programs
Athle tics
Uni versity support:

Athletics
Total p rogram expenses
General and ad ministra tive
Fu nd raising
Total expenses

(1,916,733)

Change in net assets
Net assets, beginning of yea r
Net assets, end of year

_$.

797,976

519,655

(599,102)

189 514

9,401,972

16,882,077

26,473,563

(L Z2-2,212)

$-10,.129,2!JB

$1ZAQ1,Z3-2

$2.5,8Z4: Mil

See nccompn11yi11g notes.

26

MOR EHEAD STATE UNIV ERSITY
Statements of Cash Flows
Years ended June 30, 2013 and 2012

Cash flows from operating activities:
Tuition a nd fees
Gra nts and contracts
Payments to suppli ers
Payments to employees
Loans issued to students
Collection of loans issu ed to students
Auxiliary enterprises:
Residence halls
Bookstore
Other au xil iaries
Sales and services o f edu cational activities
Other receipts
Net cash used in operating activities

2013

2012

$ 40,367,719

$ 38,821,201

14,016,966
(71,158,709)
(61,448,678)
(476,384)
492,858

14,224,894
(71,820,289)
(62,107,031)
(412,017)
448,220

10,561,975
4,820,940
2,134,835
2,517,746
3,906,568
(54,264,164)

9,074,062
4,690,793
1,864,304
2,295,250
5,751,921.
(57,168,692)

23,441,203
42,162,425
65,603,628

22,001,090
44,148,933
66,150,023

3,410,488
(16,946,676)

5,722,066
(15,801,975)

182,250

(4,066,316)
(2,529,892)

(226,392)
10,150,000
9,671,127
(4,391,343)
(2,619,700)

(19,950,146)

2,503,783

68,618
154,359
222,977

284,405
11 499
295 904

(8,387,705)

11 ,781,018

39,866,034
$-31,!l ZB, 322

28,085,01.6

Cash flows from noncap ital financing activities:
Nonoperating grants a nd contracts
Sta te appropriations
Net cash provided by noncapital financing activities
Cas h flows from capital and re lated financing activities:
Capital appropriations
Purchase of ca pita! assets
Increase (decrease) in advances from federal government for
student loans
lssuance of new bonds
Proceeds from new debt
Principal paid on capital debt and leases
Interest paid on cap ita l debt and leases
Net cash (used in) provided by capital and related
financi ng activities
Cash flows from investing activi ties:
Interest rece ived on investments, net
Changes in investments, net
Net cash provided by investing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equi va lents, end of year
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Si 32,866.031

MOREHEAD STATE UNIVERSITY
Statements of Cash Flows
Yea rs ended June 30, 2013 and 2012

2013

Reconciliation of operating loss
to net cash used in operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash used in operating activities:
Depreciation
(Gain) loss on disposal of ca pita l assets
Bad d ebt expense
Changes in assets and lia bilities:
Receivables, net
Inventories
Other current assets
Accounts payable and accrued liabilities
Unearned revenue
Other current liabilities

Net cash used in operating acti v ities
Supplemental disclosures of cash flow information:
Noncash capital and related financing transactions:
Insurance proceeds receivable

See nccompnnying notes.
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$ (61,397,317)

$ (66,829,291)

9,646,093
(628,205)
1,000,712

9,876,079
93,675
911,287

(1,218,769)
(51,956)
60,948
(983,980)
(764,020)
72,330

(1,445,168)
(21,581)
14,564
465,962
(218,414)
(15,805)

$

(54!26.4,1.6.41

$

283.281

$

(57,168,622).

MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements
1.

Organization and Summary of Significant Accounting Policies
Organization
Morehead State University (the University) is a regional, coeducational, public institution of higher
ed ucation offering general and liberal arts programs and pre-professional and professional training in
education and various other fields at both the undergraduate a nd graduate levels. Located in
Morehead, Kentucky, the University has provided educational service to the Commonwealth of
Kentucky since 1887.
Reporting Enti tv
The University is a component unit of the Commonwealth of Kentucky and is included in the generalpurpose financial statements of the Commonwealth. The Morehead State University Foundation, Inc.
(the Foundation) is a legally separate, tax-exempt organization supporting the University. The
Foundation acts primarily as a fund-raising organization to supplement the resources that are
available to the Uni versity in support of its programs. The foundation's Board of Trustees is selfperpetuating and consists of graduates and friends of the University. Althou gh the University does
not control the timing or amount of receipts from the Foundation, the majority of the resources the
Foundation holds and invests are restricted by the donors to the activities of the University. Because
these restricted resources held by the Foundation can only be used by, or for the benefit of, the
University, the Foundation is considered a component unit of the University and is discretely
presented in the University's financial statements.
Basis of Presentation
The accompanying financial statements have been prepared in accordance wi th accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB). l11e financial statements have been prepared on the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned and
expenses are recorded when an obligation has been incurred. In accordance w ith GASB Statement
No. 35, Basic Financial Statements - and Management's Discussion and Analysis - for Public Colleges and
Universities (GASB No. 35) and subsequent standards issued by GASB, the University reports as a
Business Type Activity (BTA). BTAs are those activities that are financed in whole or in part by fees
charged to external parties for goods and services.
GASB No. 35 establishes standards for external fina ncial reporting for public colleges and universities
and requires that resources be classified for accounting and reporting purposes into the following net
position categories:
•

Net Investment in Capital Assets: Capital assets, net of accumulated depreciation and
outstanding principal balances of debt attributable to the acquisition, construction o r
improvement of those assets.
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MOREH EAD ST A TE UN IVERS ITY
No tes to the Financial Sta temen ts, contin ued
1.

O rganization a nd S ummary of Significant Accounting Po licies, continued
Bas is of Presentation, continued
•

Res tricted :

Expendable- Net position w hose u se by the Uni versity is s u bject to externally
imposed s tipula tions tha t can be fu lfilled by actio ns of the University pursuant to
those s tipulations or th at expire by the passage of time.

Nonexpendable- N et p osition s ubject to ex ternally imposed stipula tions that they be
m aintained permanen tly by the Uni versity . Such assets include the University's
pe rmanen t endowm ent funds.

•

Unrestricted: Net p osition whose use by the Uni ve rsity is no t subject to externally
imposed stipu la tions. Unrestricted net assets may be designated for specific pu rposes by
action of managem ent or the Board o f Regen ts o r may otherwise be limited by
con tractu a l agreements wi th outside parties.

The fina ncia l s tatement presentation required by GASB No. 35 is intended to provide a
com prehensive, enti ty-w ide perspective of the University's assets, liabilities, net position, revenues,
expenses, changes in net p osition and cash fl ows.
Pu rsua nt to GASB Sta temen t No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and A/CPA Pronouncements, the Unive rsity has e lected to
apply the provisions of a ll relevan t pronouncements of the Financial Accou nti ng Standards Board
(FASB) that do not con fl ict w ith or contrad ict GAS B pronouncem en ts.
A llowance fo r Doubtfu l Accou nts
The allowance for d ou btfu l accounts is established through a provision fo r doubtfu l accounts charged
to expense. The a llowance represen ts an amoun t which, in management's judgmen t, w ill be adequate
to absorb probable losses on exis ting accounts that may become unco llectible.
In vento ries
University s to re inventories rep resen ting approximately 55% and 56% of total inventories at Ju ne 30,
2013 and 2012, respectively, a re s tated a t the lower of cost (retail inventory method) or ma rket. The
rema inder of the inven to ries is stated at the lower of moving-average-cos t or market.
Investments
The University values investments a t fair value based on quoted market prices.
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MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements, continued

1.

Organization and Summary of Significant Accounting Policies, continued
Investments, continued
lnvestment income consists of interest and dividend income and the n et change for the year in the fair
value of investments carried at fair value.
Capital Assets
Capital assets are stated at cost for purchased assets and at fair value at date of donation in the case of
gifts. Expenditures which increase values or extend useful lives of the respective assets are capitalized.
Expenditures for maintenance and repairs are charged to expense as incurred. Depreciation of assets is
computed using the sh·aight-line method over the assets estimated useful lives. The University
capitalizes, but does not depreciate, works of art and historical treasures that are held for exhibition,
education, research and public service. Estimated lives used for depreciation purposes are as follows:
Estimated Life
20 years
50 yea rs
20 yea rs
5-9 years
5-15 years
10 yea rs

Classification
Land improvements
Buildings
Building improvements
Vehicles
Equipment
Library books
Accrued Vacation Pay

Accrued vacation pay is included in accounts payable and accrued liabilities in the statement of net
position and represents earned vacation available to employees a t current compensation rates.
Unearned Revenue
Unea rned revenue includes amounts received from grant and conh·act sponsors that have not yet been
earned. Unearned revenue also inclu des tuition billed on or before June 30th for future terms.
Advances from Federal Government for Student Loans
Funds provided by the United States Government under the Federal Perkins Loan program are loaned
to qualified students and may be reloaned after collections. These funds are ultimately refundable to
the United States Government and, therefore, are recorded as a liability in the acco mpanying financial
statements. Federally funded financial aid programs are subject to special audits. Such audits could
result in claims against the resources of the University.
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MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements, continued
1.

Organization and Summary of S ignificant Accou nting Policies, continued
Restricted Asset Spendi ng Policv
The University's policy is that restrictions on assets cannot be fulfi lled by the expenditure of
unrestricted funds for similar purposes. The determi nation on whether restricted or unrestricted funds
are expended for a particular purpose is made on a case-by-case basis. Restricted funds remain
restricted until spent for the intended purpose.
Operating Activities
The University d efines operating activities, as reported on the statement of revenues, expenses and
changes in net position, as those that generally result from exchange transactions, such as payments
received for providing goods and services and payments made fo r services and goods received.
Nearly all of the University's expenses a re from exchange transactions. Certain significant revenues
relied upon for operations, such as state appropriations, gifts and investment income, are recorded as
non-operating revenues, in accordance w ith GASB No. 35.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported revenues and expenditures during the reporting period.
Actual results could differ from the estimated amounts.
Income Taxes
As a state institution of higher education, the income of the University is generally exempt from
federal and state income taxes under Section 115(1) o f the Internal Revenue Code, as amended and a
similar provision of state law. Howeve r, the University is subject to federal income tax on any
unrelated business taxable income.
Recent Accounti ng Pronouncements
In June 2012, the CASB approved Statement No. 68, Accounting and Financial Reporting for Pensions.
This statement replaces the requirements of Statement No. 27, Accounting for Pensions by State and
Local Governmental Employers and Statement No. 50, Pensioll Disclosures, as they relate to
gove rnments that prov ide pensions through pension plans administered as trusts or similar
arrangements that meet certain criteria. Statement No. 68 requires governmen ts providing defined
benefit pensions to recognize their long-term obligation for pension benefits as a liability for the first
time, and to more comprehensively and comparably measure the ann ua l costs of pension benefi ts.
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MOREHEAD STATE UNIVERSITY

Notes to th e Financial State ments, continued
1.

Organization a nd Summary of Significant Accounting Policies, continued
Recent Accounting Pronouncements, continued
Cost-sharing governmental employers w ill also be requ ired to report a net pension liability, pension
expense and p ension-re lated assets and liabilities based o n their proportiona te share o f the collective
amounts for a ll governments in the plan. All go vernments participating in the defined benefi t
pension pla n would also have the foll owing in their no te disclosures:
•
•
•
•

Descriptions of the plan and benefits provided
Significant assumptions employed in the measurement of the net pension liability
Descriptions of benefit changes and cha nges in assumptions
Assumptions related to the discount rate and impact on the total p ension liabil ity of a 1
percentage point increase and decrease in the discoun t rate
• N et pension assets and liabilities
The provisions of this statem ent are effective fo r fiscal years beginning a fter June 15, 2014. The
Uni versity is currently e va lua ting th e effects of this statement on its fina ncia l sta te ments.
In Ma rch 2012, the GASB issu ed Statement No. 65, Items Previously Reported ns Assets nnd Liabilities.
This statement establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or d eferred inflow s o f resources, certain items that w ere p reviously reported
as assets and lia biliti es and recognizes, as outflows of resources or inflows o f resources, certain items
that w e re previously reported as assets and liabilities. This statemen t a lso provides othe r financial
reporting guidance related to the impact of the fina ncia l sta tement elements deferred outflows of
resources and d eferred inflows of resou rces, such as changes in the determination of the majo r fund
ca lculations and limi ti ng the use of the te rm de ferred in financial s tatemen t presentations. The
provisio ns of this statem ent a re effecti ve fo r financia l sta te me nts for periods beginning after
December 15, 2012. The Unive rsity is currentl y eva luating the e ffects of this sta tement on its
fina ncia l stateme nts.
Subsequent Events
On Sep tember 10, 201 3, the Uni versity sold General Receipts Bo nds fo r $9,475,000. These bonds w ill
be amortized over twenty years, and w ill be used to fund the renovation of a residence ha ll.
2.

Cash, Cash Equivalents and Investments
The sta tement o f net position classification "cash and cash equi valents" includes a ll readily available
sources of cash such as petty cash, d emand depos its, deposits w ith the Commonweal th of Kentucky,
certificates of deposi t and tem po rary investments in marketable secur ities wi th origi na l ma tu ri ties less
tha n three months.
The sta te treasurer requ ires tha t all sta te fu nds be insu red by fodera l Deposit Insurance Corporation
(fDlC), colla tera lized by secu rities held by the cognizant f ederal Reserve Bank or invested in U.S.
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MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements, continued
2.

Cash, Cash Equivale nts and Investments, continued

Government obligations. The University's deposits with the state treasu rer are pooled with funds of
other state agencies and then, in accordance with statutory limitations, placed in financial institutions
or invested as the state h·easurer may determine, in the state's name.
The University requires that balances on deposit with financial institutions be insured by FDIC or
collateralized by securities held by the cognizant Federal Rese rve Bank, in the University's name.
Custodial credit risk fo r deposits is the risk that, in the event of a bank failure, the University's
deposits may not be returned to the University. As a means of limiting its exposure to losses from
custodial credit risk, the University's deposits and investments are held by the state treasurer,
collateralized by securities in the University's name, insured by the FDIC or in the University's name.
At June 30, 2013 and 2012, the University had petty cash funds totaling $44,815 and $39,540,
respectively and deposits as reflected by bank balances as follows:
2013

Insured, commercial banks
Uninsured, commercial banks; collateral held by pledging
institution's agent in the University's name
Maintained by Commonwealth of Kentucky

$

259,822

$ 22,766,515

13,687,362

17,059,979

17,486,330
__$.

31.433.514

$

39.826.494

853,282
617,989

$

1,342,952
282,637
703

As of June 30, 2013 and 2012, investments consisted of:

Insured and registered, with securities held by the
counterparty or by its trust department or agent,
in the University's name:
Money market funds - restricted for capita l purposes
Equity mutual funds
Money market funds

Certificate of deposit
Restricted assets held by the Morehead State Un iversi ty
Foundation, Inc.

$

1,471,271

1,626,292

110,855

110,193

12,014,828

12,014,828

$__13,526.951

Total investments

$

13.251.313

Restricted investments for capital purposes are comprised of amounts invested for sinking fund and
debt service reserves. The University may legal ly invest in direct obligations of and other obligations
guaranteed as to principal by the U.S. Treasury and U.S. agencies and instrumentalities and in bank
repurchase agreements. It may also invest to a limited extent in equity securities.
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MOREHEAD STATE UNIVERSITY

Notes to the financia l Statements, continued
2.

Cash, Cash Eq uivalents and Inves tments, continued
University investments held by the Foundation are comprised of the Regional University Excellence
Trust Fund endowment and other similar endowments (see Note 13). Assets held by the
Foundation are invested primarily in an investment pool managed by the Foundation and are
carried a t fa ir value.
The assets in the Foundation investment pool at June 30, 2013 and 2012, are invested as follows:

Pe rcentage of pool invested in:
Registered investment companies fixed income funds
Regis te red investment companies equity fund
Registered investment companies alternative investments

2013

2012

25%
39%
36%

33%

100%

100%

35%
32%

Inte rest Ra te Ris k
Inte rest rate risk is the risk that changes in interest rates w ill adversely a ffect the fair value of an
investment. The University does not have a formal policy to speci fically limit investmen t maturities as
a means of managing its exposure to fair value losses arising from increasing interest rates.
Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magn itude of a government' s
investment in a single issuer. The University does not have a formal policy for concentration of credit
risk.
Custod ial C redit Ris k
For an investment, cus todial credit risk is the risk that, in the event of the failure of the cou nterparty,
the University will not be able to recover the value of its investments or collateral securities that are in
the possession of an outside party. The University does not have a formal policy for custod ial credi t
risk.
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No tes to the Financial Statements, continued
3.

Accounts, Grants and Loans Receivable

Accounts, grants and loans receivable consist of the following as of June 30:

Student tui tion and fees
Laptop lease
Financing and interest

2013

2012

$5,606,109

$5,347,367

356,700

1,104,400

1,788,498

1,110,000

983,281

Insurance claim receivable
Student loans

3,738,031

3,778,457

Grants and contracts

5,549,520

5,612,852

Auxiliary enterprises

378,672

283,526

Other

Allowance for doubtful accounts

Current portion
Noncurrent portion
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638,841

573,829

19,039,652

17,810,431

{2,133,534)

(2,105,651)

16,906,118

15,704,780

{13,247,937)

(12,007,850)

$ 3.658.181

$ 3.626,23Q
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4.

Capital Assets, Net

Capita l assets as of June 30, 2013, are summarized as follows:
Beginning
Balance

Land and improvements
Buildings
Libra ry books
Ve hicles
Equipment and livestock
Data te l

Addition s

$ 20,012,861

$

40,000

Reductions

Ending
Balance

$ 20,052,861

$

539,920

259,286,561

251,087,661

8,738,820

24,914,943

1,040,574

1,991,264

155,348

80,709

2,065,903

25,339,359

1,459,450

1,849,964

24,948,845

25,955,517

4,203,490

4,203,490
885,555

77,220

8,717,682

14,177,579

8,742,315

14,152,946

337,152,815

25,688,991

11,212,908

351,628,898

7,279,558

521,295

Bui ldings

94,894,733

5,608,396

Li brary books

19,736,352

1,018,623

1,719,477

108,478

80,709

1,747,246

15,702,848

2,379,859

1,547,454

16,535,253

4,190,558

9,442

143,523,526

9,646,093

2,115,517

151,054,102

$ 193.629.289

$...16.012,898

$_9,ill!Z,-3.91

$ 2QQ.S74,796

Art collection
Construction in progress

962,775

Accumula ted De preciation
La nd improvements

Vehicles
Equipment and lives tock
Data te l

Capita l assets, ne t
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7,800,853

487,354

100,015,775
20,754,975

4,200,000
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4.

Capital Assets, Ne t, continued
Capital assets as of Ju ne 30, 2012, are sum ma rized as follows:

Beginning
Balance

Land and improvements
Build ings
Li brary books
Vehicles
Equip ment and livestock
Data tel

$ 19,633,615

Add itions

$

459,577

$

Red u ctions

Ending
Balance

80,331

$ 20,012,861

247,528,350

3,559,311

251,087,661

23,761,208

1,153,735

24,914,943

1,960,593

105,612

74,941

1,991,264

23,663,810

2,254,357

578,808

25,339,359
4,203,490

4,203,490

Art collection

845,205

47,140

6,790

885,555

Construction in progress

462,270

9,970,101

1,714,689

8,717,682

322,058,541

17,549,833

2,455,559

337,152,815

6,755,814

523,744

7,279,558

Bu ild ings

89,326,336

5,568,397

94,894,733

Library books

18,732,131

1,004,221

19,736,352

Vehicles

1,675,012

119,406

74,941

1,719,477

Data tel

13,633,048

2,608,885

539,085

15,702,848

4,139,132

51426

134,261,473

9,876,079

614,026

143,523,5?6

UBZ,Z2Z,Q68

$ 7,623,751

$ 1.841,533

$123,622,282

Accumulated De12reciation
Land improvements

Equipment and livestock

Capi tal assets, net
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5. Accounts Payable and Accrued Liabilities
Accounts payable and accru ed liabilities as of June 30, are as follows:
2013

2012

$ 431,453

$ 1,068,183

Accru ed vacation

2,235,768

2,397,522

Accru ed sa laries and other liabilities

4,341,071

4,526,567

Payable to vendors a nd contractors

$_2,QQ8,222

6.

$

Z.222,222

Lon g-Term Lia b ilities
Long-term liabilities a t June 30, 2013, a re summari zed as fo llows:
Begi nning
Bal ance
Consolidated Educational
Build ing Reve nue Bonds

s

Additions

Reductions

s

s

Ending
Balance

Current
Portion

Long-te rm
Portion

570,000

$ 1,080,000

585,000

S 495,000

Gene ral Receipts Bonds

54,695,000

2,850,000

51,845,000

2,855,000

48,990,000

Capital lease obliga tions

2,968,780

646,316

2,322,464

637,784

1,684,680

9,671,127

403,256

9,267,ll71

64,918,591

4,481,040

60,437,551

1,650,000

9,671,127

Energy Savings Capital Lease
To ta l bo nd s, notes
a nd capita l lease
o bligations

68,984,907

Federal re fun d able grants

3,233,892

182,250

S.-12,218,7.92

S___l8_2 2Sll

To tal long-term
Liabilities

4,066,316

$

3,416,142

S.3,.!l66,ill

s 68,~,m

3,416,142

S---4,'181,040

i..fil~H~

3

Long-te rm liabil ities a t Ju ne 30, 2012, are sum marized as follows:
Beginning
Balance
Consolidated Educa tiona l
Build ing Re venue Bond s

$

2,670,000

Ge ne ra l Receipts Bonds

'17,130,000

Capital lease o bligations

3,755,123

s
10,150,000

Reductions

Ending
Balance

Current
Portion

s

1,020,000

$ 1,650,000

$ 570,000

2,585,000

54,695,000

2,850,000

2,968,780

646,315

786,3-13
9,671,127

Ene rgy Savings Capita l Lease
Tota l bonds, notes
a nd capita l lease
o bligations

53,555,123

Fede ral refundable gran ts

3,460,284

To ta l long-te rm
Liabili ties

Additions

$

52,Ql5,.4QZ

19,82 1,127

$---19.821.122
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9,671,127

4,391,343

68,984,907

226,392

3,233,892

$_ti12,235

:LZ2.21.8.Z22

Long-term
Portion

$ 1,080,000

51,845,000
2,322,465
9,671,127

4,066,315

64,918,592
3,233,892

L.;1,066.,:US

S---68,152,181
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6.

Long-Term Liabilities, continued

The following is a summary of bonds and capital lease obligations at June 30:
2013
2.00 -4.50% Consolidated Educational Building Revenue Bonds, Series Land M

S 1,080,000

2012
$

1,650,000

repayable in semi-ann ual installments w ith the final installment due May,
2024
4.00% Genera l Receipts Bonds, 2007 Series A, repayable in semi-annual
install ments with the final installment due November, 2027

4,570,000

4,975,000

3 .00 - 3.80% General Receipts Bonds, 2008 Series A, payable in semi-annual
installments with the final installment due November, 2022

6,695,000

7,385,000
90,000

4 .00 - 4.50% General Receipts Bonds, 2008 Taxable Series B, repayable in semiannual install ments, repaid in May, 2013
2.00 - 6.00% General Receipts Bonds, 2009 Taxable Series A, repayable in semiannual installments with the final installment due November, 2028

25,360,000

26,570,000

1.27 - 5.75% General Receipts Bonds, 2010 Taxable Series A, repayable in semiannual install ments with the final installment due November, 2029

5,280,000

5,525,000

2.00-4.125% General Receipts Bonds, 2011 Series A Improvement Bonds,

4,880,000

5,090,000

General Receipts Bonds, 2012 Series A Tax Exempt Bonds,
repayable in semi-annual installments beginning in the fiscal year ending
June 30, 2014, with the final installment due November, 2031

5,060,000

5,060,000

5 .00% Capital lease obligation with the Foundation, repayable in monthly
installments with the final installment due February, 2019

93,235

107,122

repayable in semi-annual installments with the final installment due
November, 2030
2.00-3.625%

33,221

4.25% Capital lease obligation with the Foundation, repayable in monthly
installments, repaid in May, 2013
9.40% Capital lease obligation with the Foundation, repayable in monthly
installments with the final installment due March, 2023

326,528

346,415

4.19% Capital lease obligation with a finance corporation in semi-annual
payments with final installment due October, 2019

930,508

1,052,685

3.58% Capital lease obligation with a finance corporation in semi-annual
payments with final installment due June, 2015

888,594

1,309,796

83,599

119,541

9,671,127

9,671,127

4.47% Capital lease obligation with the Foundation, repayable in monthly
insta llments w ith the final installment due August, 2015

Capital lease obliga tion with JP Morgan/Chase, repayable in quarterly
installments beginning in September 2013, with the final installment due
June, 2025

2.65%

$--6.8,984.9.llZ
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6.

Long-Term Liabilities, continued

In order to retire the revenue bonds, the Uni vers ity is required to make deposits to s inking fu nds in
annual amounts sufficient to m eet the principal and interest payments due within the next twelve
months. As of June 30, 2013 and 2012, all reserve requirements have been fully funded ($632,587
and $1,121,008, respectively). The revenue bonds are su bject to several non-financial covenants, all
of which management has asserted were met as of June 30, 2013 and 2012.
The Consolidated Educational Building Revenue Bonds are collateralized by various buildings. The
revenues derived from student registration fees are pledged as collateral on the Consolidated
Educational Build ing Revenue Bond issues.
The capital leases consist of leases of real estate and equipment. The leased equi pment includes items
related to an energy savings project and a new computer system.
The following equipment is held under capital lease obligations at June 30:
2013

2012

Equipment

$ 7,722,742

$

Less: accumu lated depreciation

( 4,794,578)

( 4,687,289)

$_2.928.161

$

7,722,742

3.035.453

The following is a schedule by years of future minimum payments required for the capital lease
obligations as of June 30, 2013:
Year ending June 30,
2014

$

1,714,928

2015

1,714,928

2016

1,216,777

2017

1,210,018

2018

1,210,018

Thereafter

7,320,282

Total minimum lease payments

14,386,951

Less: amounts representing interest

(2,393,360)

Present value of minimum lease payments
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6.

Long-Term Liabilities, continued
T he principa l and in te rest repaym ent req u irements re lating to the outstanding bonds at June 30, 2013,
a re as follows:
Princip al

Interes t

Total

2014

3,440,000

2,316,080

5,756,080

2015

2,965,000

2,200,772

5,165,772

2016

3,055,000

2,095,976

5,150,976

2017

3,130,000

1,983,237

5,1 13,237

2018

3,215,000

1,861,033

5,076,033

37,120,000

10,861,310

47,981,310

i_52.925,QQQ

$ 21.318.408

$_Z_4.243.408

Year en d ing Ju ne 30,

2019-2032

7.

Pension Plan
Kentuckv Teachers Retirem ent Svstem
A ll facu lty and exempt employees required to hold a d egree and occupy ing fu ll-tim e positions,
d efined as seven-tenths (7/10) of no rmal fu ll-time service on a d aily or w eekly basis, a re required by
sta te law to pa rticipate in the Ke ntucky Teachers Re tirement System (KTRS). KTRS, a cost sharing,
multiple-employer, public employee re tirement system, provid es retiremen t benefits based on an
em ployee's fina l ave rage salary and number of years of service. Benefits are subject to certai n
reducti ons if the em p loyee retires before reaching age sixty, unless the employee has twen ty-seven or
m ore years of participatio n in the p lan. The p lan also provides for d isability retirement, d eath and
s urvi vo r bene fits an d medica l insu rance.
The Kentucky Teachers Re tirement System issues a publicly a vailable fi nancial report that includes
financia l s tate m en ts and req uired supp lementary informa tion. That repo rt m ay be obtained by w riting
to Kentucky Teache rs Retirement System, 479 Versailles Road, Frankfo rt, Kentucky 40601-3868 or by
calling (502) 573-5120.
fun d ing fo r the plan is provided fro m eligible employees w ho contribute 7.16% of their salary through
p ayroll d eductio ns a nd the Comm onweal th of Kentucky, w hich a lso indirectly contributes 14.84% of
currently e lig ible employees' salaries to the KTRS throug h a pprop riatio ns to the University.
Contribution requiremen ts of the plan members and the University are establis hed by Kentucky
Revised Statute and the KTRS Board of T rus tees. The Un iversity's con tributio ns to KTRS for the yea rs
ended June 30, 2013 and 2012 we re $4,500,837 and $4,615,755, respectively, equa l to the required
con tri butions for each yea r.
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Pension P la n, contin ued
Kentuckv Employee Retirement System
Subs tantially all other full-time University employees are required by law to participate in the
Kentucky Employees Retirement System (KERS), a cost sharing mu ltiple-employer, public employee
retirement system . KERS provides retirement benefits based on an employee' s final average salary and
number of years of service. Benefits are subject to certain reductions if the employee reti res before
reaching age sixty-five, or has less than twenty-seven years of service. The plan also provides for
disability retirement, death and survivor benefits and medical insurance.
The Kentucky Employees Retirement System issues a publicly available financial report that includes
financial statem ents and required su pplementary information. That report m ay be o btained by w riting
to Kentucky Employees Retirement System, 1260 Louisville Road, Perimeter Park Wes t, Frankfort,
Kentucky 40601 or by calling (502) 564-4646.
Funding for the plan is provided from eligible hazardous and non-hazardous e mployees who
contribute 8.00% and 5.00% for m embers prior to September 1, 2008 and 9.00% and 6.00% for members
after September 1, 2008, respectively, of their salary throug h pay roll d eductions and the
Commonwealth of Kentucky, which also indirectly contributes 32.21 % and 26.79%, res pectively o f
current elig ible hazardous and non-hazardous employees' sa la ries to the KERS through
appropriations to the Univers ity. University contribution rates are determined by the Kentucky
Revised Statue and the Board of Trustees o f the Kentucky Retirement Systems each biennium.
The Un iversity's contributions to KERS for the yea rs ended June 30, 2013 and 2012 were $2,574,231 and
$2,273,787 respectively, equal to the required contributions for each yea r.
Optional Retirement Plans
Optional retirement plans (ORP's) are avai lable to employees hired on or after Ja nu ary 1, 1997, who
would otherwise be participants in the Kentucky Teachers' Retireme nt System. The ORP is established
as a 403(b) d efined contributio n plan under, the Internal Revenue Code gu ide lines. The providers o f
the University's ORP's are the Teachers Insurance and Annuity Associatio n-College Retirement
Equities Fund, Variable Annuity Life Insurance Company and Internatio nal Netherlands Group.
Under these plans the e mployee's contribution is 7.16% of their gross sa lary and the Univers ity's
contributio n is 8.74% to the re tirement com pa ny and 6.10% to Kentu cky Teachers Retirement System.
The Uni vers ity's contributio ns under these plans to Kentucky Teachers Retirement System for the
years end ed June 30, 2013 and 2012 were $1,556,370 and $1,446,897 respective ly, eq ual to the required
contributions for each year.

8.

Operating Leases
The University has operating lease ag reements fo r use o f equipment a nd va rious parcels o f real estate
ca ncelable annu ally w ith the optio n to renew. T he Uni versi ty recogni zes the expendi tures related to
those oblig ations as lease payments are made. To tal rent expenses und er operating type leases were
approxima tely $684,000 and $660,000 in 2013 and 2012, res pective ly.
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9.

Contingencies and Commitments
The University is a defendant in various lawsuits; however, University management is of the opinion,
based on advice of legal counsel, that the ul timate resolution of these litigation matters will not have a
material effect on the futu re opera tions or financial position of the University.
The University rece ives financia l assistance from federal and state agencies in the form of grants and
awards. The expenditure of fund s received under these programs generally requires compliance with
terms and conditions specified in the grant agreements and are subject to audit by the grantor
agencies. Any disallowed claims resu lti ng from such aud its could becom e a liability of the applicable
fund. The University has had no disallowed cla ims in the past. In the opinion of management, such
potenti al disallowed claims, if any, wou ld not ha ve a mate ria l adverse effect on the overall financial
position of the University at June 30, 2013.
The University has m ade certain commitments related to the completion of various construction
projects in progress totaling approximately $12,682,329. Such construction is p rincipally financed by
appropriations from the Commonwealth of Kentucky and proceeds from bonds.

10.

Self-Insurance Program

The Uni ve rsity maintains a self-insurance program fo r employees' dental insurance. The University
funds the p lan a t the sing le rate for a ll perma nent ful l-time employees with the employees pay ing
the difference between the single p lan and the fam ily plan, if applicable. Expenses incurred to cover
claims paid by the University under the plan for fiscal yea rs ended June 30, 2013 and 2012 totaled
$311,508 and $318,199, respectively.
The Univers ity ma intain s a full y insured health plan. The University pays a sliding percentage of
premiums for a ll permanent full-time employees. Depending on the level of coverage, this amount
ranges from a low of $358 per month to a high of $606. Paym e nts fo r e mployee health insurance for
fi scal years ended June 30, 2013 and 20l 2 were $7,050,378 and $6,459,164 respectively.
11.

Risk Management

The U ni versity is exposed to various risks of loss from torts; theft of, damage to, destruction of assets;
business interruption; emp loyee inju ries and illnesses; natural disasters; and employee health and
accident benefits. Commercia l insurance coverage is purchased fo r cla ims arising from theft of,
da mage to, destruction of assets; business interruption; natural d isasters; and employee health and
accident benefits. Settled claims ha ve not exceeded this commercial coverage in any of the three
preceding yea rs. As a sovereign entity of the Commonwealth of Kentucky, the Kentucky Board of
Claims hand les tort claims on beh alf of the University.
The Commonwealth of Ken tucky opera tes a public entity risk pool operating as a common risk
m anagement and insurance program for its me mbers. The pool's governing agreement specifies that
the pool w ill be self-sustaining through member premi ums and w ill reinsure through commercial
carriers fo r claims in excess of specified stop loss amounts.

44

MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements, continued
11.

Risk Management, continued
The University operates a self-insurance program for worker's compensation for its employees. The
University purchases reinsurance through commercial carriers for claims in excess of specified stop
loss amounts.

12.

Friends of Kentucky Folk Art Center, Inc.
The Friends of Kentucky Folk Art Center, Inc. (KFAC) provides educational opportunities, benefits
and programs to the public to enhance the awareness of and foster an appreciation and understanding
of contemporary folk art. Under an operating agreement, the University provides office space and
certain administrative services to the KFAC at no charge. For each of the fiscal years ended June 30,
2013 and 2012, KFAC received State Appropriations in the amount of $176,554. KFAC is an affiliate of
the University in accordance w ith the provisions of KRS 164A.610. The financial statements of this
affiliated corporation are reported upon separately. However, the assets, liabilities and net assets of
KFAC have been included in the University's financial statements.

13.

Endowment Trust Funds
The foundation holds endowment investments for the University, the majority of w hich are
associated with the Regional University Excellence Trust Fund (RUETF). The RUETF was created by
the Kentucky General Assembly with the passage of the Postsecondary Education Improvement Act
of 1997 ("House Bill l"). The RUETF Endowment Match Program, also known as "Bucks for Brains",
provides s tate funds on a dollar-for-dollar basis. Funds are endowed for the purposes of supporting
endowed chairs and professorships.
The foundation also holds endowment investmen ts for the University which are associated with the
Technology Endowment Program. The University will provide matching funds of at least one dollar
for every dollar of gra nt funds. At the end of twenty years, both the principal and the income derived
will be used to upgrade and/or replace software/hardware of the University's Information
Management System.
The fair market value of Morehead State University endovvment funds held by the Foundation as of
June 30, 2013 and 2012 was $38,725,682 and $35,222,926, respectively. The portion of the endowments
representing the value of the funding received from the Kentucky General Assembl y was $11,724,599
for the years ended June 30, 2013 and 2012, and is included in investments held by the Foundation.
The portion of the endowments representing the val ue of the f·unding received from the Technology
Endowment Program was $290,229 for both years ended June 30, 2013 and 2012, and is included in
investments he ld by the Foundation.

14.

Related Parties

The University and the Foundation are re lated parties. The Foundation's purpose is to assist in the
development, grow th, expansion and prog ress of the student programs of Morehead State University.
The University authorizes the Foundation to solicit contributions on its behalf. In the absence of donor
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14.

Related Parties, continued
restrictions, the Foundation has discretionary control over the amounts and timing of its distributions
to the University.
Related party transactions and funds held by the Foundation on behalf of the University are as follows
during 2013 and 2012:
2013
2012
Funds disbursed by the University on behalf of the Foundation for
$ 99,499
$100,228
employee salaries and benefits
Funds held by the Foundation on behalf or for the
12,014,828
12,014,828
benefit of the University
31,928
60,948
Funds due to the University by the Foundation
The University entered into an agreement with the Foundation where the University will provide
personnel, office space, support equipment and other services that may be necessary to the
operation of the Foundation. The Foundation reimburses the University for these services at an
annual rate determined mutually by the two entities, $81,709 for the years ended June 30, 2013 and
2012. Amounts disclosed above as funds disbursed by the U ni versity on behalf of the Foundation
for employee salaries and benefits are net of the annual rate for the fiscal years ended June 30, 2013
and 2012.
The University has a lso entered into several direct financing capital leases of real estate with the
Foundation as disclosed in Note 151.

15. Morehead State University Foundation, Inc.
A. Description of Organization
The Morehead State University Foundation, Inc. (the Foundation) is a corporation formed for
educational, charitable and public purposes in accordance with the provisions of KRS 273.0010. The
Foundation is a component unit of Morehead State University (the University). Specifically, it was
founded to cooperate with the University and its Board o f Regents in the promotion of the
educationa l, civic and charitable purposes of the University in any lawful manner deemed
appropriate by the Foundation's Board of Trustees. Th is purpose includes the encouragement of
scholarship and research and the promotion of the prestige, expansion and development of the
University's physical plant and faculty and the assistance of its stu dents and alumni.

B. Summary of Significant Accounting Policies
The financial statements have been p repared in conformity with accounting principles generall y
accepted in the United States of America (GAAP) which require management to make estimates and
assumptions that affect the reported amounts and d isclosures in the financia l statements. Actual
results could differ from those estimates. The fol lowing is a summary of the significant accou nting
poli cies cons istently followed by the Foundation in the preparation of its financia l statements.
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15. Morehead State University Foundation, Inc., continued

B. Summary of Significant Accounting Policies, continued
Basis of Presentation
The Foundation's financial statements are presented in accordance with GAAP. Under these standards
net assets and revenues, expenses, gains and losses are classified based upon the existence or absence of
donor-imposed restrictions. Accordingly, net assets of the Foundation and changes therein are classified
and reported as follows:

Unrestricted net assets: Net assets that are not subject to donor-imposed stipulations. Unrestricted
net assets may be designated fo r specific purposes by action of the Board of Trustees.
Temporarili1 restricted net assets: Net assets whose use by the Foundation is subject to d onorimposed stipu lations that can be fu lfilled by actions of the Foundation pursuant to those
sti pulations or that exp ire by the passage of time.
Permanent/11 restricted net assets: Net assets subject to donor-imposed stipulations tha t neither
ex pire by the passage of time nor can be fu lfilled or otherwise removed. Generally, donors of
these assets permit the Foundation to use all or part of the income earned on related investments
fo r gen eral or s pecific purposes.

The Foundation m aintains its cash bala nces in financia l institutions, which at times, may exceed
federa lly insured limits. The Fou ndation has no t experienced any losses on such accounts. The
Foundation believes it is no t exposed to any significant credit risk related to its cash balances.
Pledges Receivable
Pledges receivable of amou nts g reater than $500, less an app ropriate allowance amou nt, are recorded at
the net present value of estimated future cash flows using a discount rate commensurate with the risks
involved. Net present value was compu ted using a discount rate of 1.41% and .72% for the years ended
June 30, 2013 and 2012, respecti vely.
111e allowance for doubtful accoun ts is established through a provision for doubtful accoun ts charged
to expense. The allowa nce represents an amount, which, in ma nagement's jud gment, will be adequate
to absorb probable losses on existing pledges that may become uncollectible.
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B. Summary of Significant Accounting Policies, continued
Investments
Investments in equity securities having a readily determinable fair value and all debt securities are
carried at fair value. Investment returns include dividend, interest and other investment income and
realized and unrealized gains and losses on investments carried at fa ir value. Investmen t returns that
are initially restricted by donor stipulation and for which the res triction will be satisfied in the same
year are included as unrestricted net assets. Other investment returns are reflected in the statement
of activities as unrestricted, temporari ly restricted or permanently restricted based upon the existence
and nature of any donor or legally imposed restrictions.
Property and Equipment
Property and equipment is stated at cost at the date of acquisition or fa ir val ue at date of donation.
Expenditures with a cost greater than $1,000, w hich increase values or extend usefu l lives of the
respective assets, are capitalized, whereas expenditures for maintenance and repairs are charged to
expense as incurred. Depreciation of assets is computed using the straig ht-line method over the
estimated useful lives of the respective assets.
Annuities Payable
The Foundation pays stipulated amounts periodicall y to individua ls (annui tants) who have given to
the Foundation certain assets and who have entered into agreements that such payments cease at the
death of the annuitant. Total annuity payments for the years ended June 30, 2013 and 2012 were
$196,919 and $187,241, respectively.
The June 30, 2013 and 2012 annuity liability balances of $1,243,551 and $1,305,600, respectively are the
present values of the monthly, quarterly, or semiannual payments to the annuitants based on the life
expectancies of the annuitants and interest ra tes ranging from .69% to 4.39%. The estimated
remaining life expectancies of the annuitants ranged from 4.2 to 18.9 years and 4.5 to 19.6 years for
the years ended June 30, 2013 and 2012, respectively.
Due to Morehead State University
Contributions were made to the Foundation related to a program that the University has p refunded.
The Foundation and the University have agreed that contributions made to the Foundation on behalf
of this program w ill be rem itted to the University annually. In accordance with CAAP, the
contributions have been included as a liability on the Foundation's statements of financial position.
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B. Summary of Significant Accounting Policies, continued
Funds Held in Trust for Morehead State Universitv
The Foundation is the custodian of funds owned by the University for the purpose of establishing
certain en dowment funds as authorized by the Kentucky Council on Postsecondary Education and
the Kentucky General Assembly . The Foundation invests the p ri ncipal with a portion of the income
derived from the principal to be remitted annually to the University. For the years ended June 30,
2013 and 2012, the Fou ndation held $12,014,828 for the University's investment purposes.
Income Taxes
The Foundation is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code. Except for tax on any unrelated business income activities, n o provision for income taxes has
been made.
The Foundation has evaluated the ta x positions taken on all income tax returns that remain open to
examination by the respective taxing authorities (those returns filed for the years 2009 through 2012)
and does not believe there are any u ncertain positions on those returns that should impact the
financia l s tatements.
Contributions
Gifts of cash and other assets received w ithout donor stipulations are reported as unres tricted
revenue and net asse ts. Gifts received w ith donor stipulations that limit their use are reported as
te mporarily or permanently restricted revenue and net assets. When a donor-stipulated time
restriction en ds or the purpose of the restriction is accomplished, temporari ly restricted net assets are
reclassified to unrestricted net assets and reported in the statements of activities as net assets released
from restrictions. Gifts and investment income that a re originally restricted by the donor and for
which the restriction is met in the same time period are included in unrestricted net assets.
Gifts of la nd, buildings, equipment, and other long-l ived assets are reported as unrestricted revenue
and net assets unless expl icit dono r stipulations specify how s uch assets must be used, in which case
the g ifts are reported as temporarily or permanently restricted revenue and net assets. Absent
explicit donor stipulations for the time long-lived assets must be held, expirations of restrictions
resulting in the reclassification of temporarily restricted net assets to unrestricted net assets a re
reported when the long-lived assets a re p laced in service.
Unconditional g ifts expected to be collected with in one year are reported at their net rea lizable value.
Unconditional g ifts expected to be collected in future yea rs are recorded at the present value of
estimated future cash flows. The resulting discount is computed u sing r is k-free inte rest appl icable to
the years in which the promises are received. Amortization using the level-y ield method is includ ed
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15. Morehead State University Foundation, Inc., continued
B. Summary of Significant Accounting Policies, continued

Contribu tions, continued
in contribution revenue.
substantially met.

Conditional gifts are not incl uded as su pport u ntil the conditions are

Donated Mate rials an d Propertv
Donated ma terials a nd property a re recorded at their estimated fair value wh en received . The
statements of activities fo r the years end ed June 30, 2013 and 2012 inclu de in-kind contributions of
$339,088 a nd $538,084, respectively.
Fu nctional A llocatio n of Expenses
The costs of supporting the various programs and other activ ities have been summa rized on a
fu nctiona l bas is in the statements of activ ities. Certain costs ha ve been allocated am ong the functional
categories based on their relationsh ip to various direct costs in those functions.
Subseque n t Events
Ma nage ment has evaluate d subsequent events for accounting an d d isclosu re requi rements throu gh
September 26, 2013, the d a te the fina ncial state men ts were avai lable to be issued .
Reclassifications
Ce rta in accounts in the 2012 financia l statements have been reclassified to con fo rm w ith the 2013
presentatio n with no e ffect on net assets or changes in ne t assets.
C. Inves tmen ts

In vestments he ld as o f June 30, 2013 a nd 2012 a re summa rized as follows:

$

Certificates o f d eposit
Mutual fu nds
Alternative investmen ts
Corporate bond s and stock
Annui ty inves tm ents

2013
83,813
24,614,332
13,537,331
43,170
141,176

$_3.8.112,.B.ZZ
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$

2012
619,853
22,918,105
11,205,315
37,043
137 075

$---31,217,32]
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15. Morehead State Un iversity Fou n d ation, Inc., continued
C. Investments, continued

Investment management fees were approximately $84,000 and $63,000 during the years ended June
30, 2013 and 2012, respectively.
D. Fair Value Measurements
Fair Value Measurements at Repo rting Date Using

June 30, 2013
Certificates of deposit

Quoted Prices in

Significant

Active Markets for

Other

Significant

Identical

Obser vable

Unobservable

Assets/Lia bi Ii ties

Inputs

Lnputs

(Level 1)

(Level 2)

(Level 3)

Fair Value
$

83,813

$

83,813

$

$

Mutual funds:
Equity
7,113,997

7,113,997

U.S. Small Cap

1,310,088

1,310,088

International

4,938,464

4,938,464

Global

1,640,009

1,640,009

Cash

1,350,564

1,350,564

Core

5,605,976

5,605,976

Non-core/ tactical

2,655,234

2,655,234

U.S. Large Cap

fi xed income and cash:

Alternat ive investments :
Hedge funds

9,010,726

9,010,726

Real assets

4,186,261

4,186,261

340,344

340,344

Private equity
Corporate bonds and stocks
Annuity investment
Tota I assets

43,170

43, 170

141,176

141,176

$38,419,822

$
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$

$

13,537,331
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15. Morehead S ta te Univers ity Fou ndation, Inc., continued
D. Fair Value Meas urements, continued
Fair Value Measurements at Rep ort ing Date Using

Jun e 30, 2012
Certifi cates of deposit

Quoted Prices in

Significant

Active Ma rkets for

Other

Significant

Ident ical

Observable

Un observable

Assets/Lia bi Ii ties

Inputs

Inputs

(Level 1)

(Level 2)

(Level 3)

Fair Va lue
$

619,853

$

619,853

$

$

Mut ua l funds :
Equity
U.S. La r ge Cap

6,031,470

6,031,470

U.S. Small Cap

1,118,500

1,118,500

Interna tiona l

3,601,300

3,601,300

Globa l

1,481,400

1,481,400

Cash

1,947,235

1,947,235

Core

5,329,900

5,329,900

Non-co re/tactica l

3,408,300

3,408,300

Fixed income and cash :

Alternative in vestments:
Hedge fund s

7,639,015

7,639,015

Real assets

3,366,300

3,366,300

200,000

200,000

Private equity
Corporate bonds and stocks
Annuity investment
Total assets

37,043

37,043

137,075

137,075

$ 34,917,391

$

23,712,076

$

$

11,205,315

Financial asse ts a nd liabilities val ued us ing level 1 inputs are based o n unadjusted quo ted ma rket
prices w ithin acti ve markets. Financial assets and liabilities val u ed using level 2 inputs are based
prim arily o n quoted prices fo r s imilar assets o r liabilities in active o r inacti ve m arke ts. Financial
assets and liabi lities va lue d usi ng level 3 inputs are primarily va lued base d o n va luations d e termined
by the inves tme n t manage rs us ing N e t Asset Values as of their m ost recent s tatements, a djusted fo r
cash receipts, cash disbursements, a nd other anticipated income o r loss. A ll assets have been valued
u sing a marke t approach. There h ave been no chan ges in the m e thodology used to determ ine th e fair
market va lue at June 30, 2013 and 2012.
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15. Morehead State Univers ity Foundation, Inc., continued
D . Fair Value Measurements, continued

The table below presents information about the changes in the fair value of assets based on
significant unobser va ble inputs (Leve l 3):
He dge fonds

Ba lance, Ju ne 30, 2011

$

Additional investment

1,705,058

Real Ass ets
$

5,700,000

Private Equity

3,297,179

$

1,575,285

Fun ds sold
Realized gains

Total
$

200,000

5,002,237
7,475,285

(2,006,455)

(2,006,455)

456,924

456,924

Un rea lized gains

245,116

48,660

293,776

Fees

(11,159)

(5,293)

(16,452)

Balance, Ju ne 30, 2012

$

7,639,015

$

3,366,300

$

200,000

$ 11,205,315

Add itional investmen t

865,000

Unreali zed gains

539,099

824,085

141,344

1,504,528

Fees

(32,388)

(4,124)

(1,000)

(37,512)

4,186,261 $

340,344

$ 13,537,331

Ba lance, Ju ne 30, 2013

$

9,010,726

865,000

$

Donor-Designated Endowments
The Founda tion has ad opted the Uni fo rm Prudent Management of Ins titutional Funds Act
(UPMir:A). The Fou ndation fo llows UPMIFA and its own governing d ocuments . The Foundation
has inte rpre ted UPMIFA as ma intaining historical d olla r value and to retain in end ow ment fu nds a
portion of the investme nt return to su pport the increasing cost of benefits in the future, absent
explicit dono r s ti pu lations to the contra ry. As a resu lt of this interpreta tion, the Foundation classifies
as perma nentl y restricted net assets (1) the orig ina l value of g ifts d onated to the p ermanen t
end owmen t, (2) the orig ina l value of s ubsequent gifts to the pe rmanen t endow ment, and (3)
accumulatio ns mad e pursu ant to a n ap p licable gift agreement. The Fo unda tion has de termined that
the bala nce o f its e ndowments inclu d es funds that requ ire that the income and ne t appreciation be
restricted to certain uses fo r the be nefit of part icipan ts.
The Foundation, on the adv ice o f legal counsel, has d etermined that the majority of contri butions are
subject to the terms of its governing d ocuments. Certa in contributions are received su bject to other
gift instruments, or a re s ubject to s pecific agreeme nts w ith the fou nda tion . Unde r the terms of the
Founda tio n's govern ing documents, the Found ation has the ability to distribute as much of the
original pri ncipal of a ny trus t o r separate gift, dev ise, beq uest, or fund as the Founda tion in its sole
discretion shall determ ine. As a res u lt of the ab ili ty to d istribute the o rigina l principal, a ll
contributio ns no t classified as tempo ra ri ly restricted o r permanentl y restricted a re class ified as
unrestricted net assets fo r fina ncia l s tate ment purposes.

53

MOREHEAD STATE UNIVERSITY
Notes to the Financial Statements, continued
15. Morehead State University Foundation, Inc., continued
D. Fair Value Measurements, continued

Donor-Designated Endowments, continued
The Foundation has established a financial management and investment policy for endowment
assets that p rovides genera l gu idelines for the prudent investment management o f the endowment
fund assets . The investment policy is establ ished w ith the objective to preserve the real purchasing
powe r of endowment assets as well as generate capital appreciation, after accounting for
endowment spending, inflation, and costs of the portfo lio and fund management, both internal and
external.
The current financial managem ent and investment policy establishes an annual maximum approved
spending goal for distribu tions of up to 3.5% of endowment assets, a combined Foundation
management fee to su pport the annual operating budget and investment consultant fees shall not be
g reater than 2.5% of the portfolio value, and therefore the long-term target minimum annual return
shall be 6.0%. In order to achieve a prudent level of po rtfolio diversification, the securi ties of any one
company should not exceed more than 10% of tota l, and no mo re than 25% of total should be
invested in any one secto r.
The Foundation's investments include endowment investments fo r the University associated with the
Technology Endowment Program and RUETF Endowment Ma tch Prog ram, also known as "Bucks
for Brains" . Funds held fo r the Techno logy Endowment Program are matched by the University of at
least one dollar for every dollar of grant funds. As of both June 30, 2013 and 2012, the amount of
fu nds included in the Fo undation's investments held for the Techno logy Endowment Program was
$290,229. Funds held for the RU ETF Endowment Match Program are endowed for the purposes of
supporting endowed chairs and professorships, scho larships, fellowshi ps, research funds, and
mission support funds. As of June 30, 2013 and 2012, the amou n t of funds included in the
Foundation's investments held fo r the RUETF Endowment Match Program was $11,724,599 each
year. These amounts are shown as fu nds held in trust fo r Morehead State University on the
statements of financial position and a re therefore not included in donor-designated endowment net
assets.
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15. More h ead State Unive rsi ty Foundation, Inc., continued
D . Fair Va lue Meas ure me nts, continued
Don or-Designated Endowments, continued
Endowm ent net asset composition by fu n d ty pe and changes in en do w ment net assets by fund type
as of June 30, 2013 are as follo ws :

Te mpora rily
Un rest r icted

Total N e t
Endow m en t

Perma n ent ly
Restric ted

Rest ric ted

Assets

En d owmen t n et assets,
b egi n ning of yea r

$

$

5,806,366

$

Contr ib u tion s

1 7,401,732

$

644,629

23, 208,098
644, 629

Inter es t and divide nd
in come
Net app r eciat ion

476,482

476,482

2,538, 155

2,538, 155

Amou nts a pprop ria ted
(156, 510)

fo r exp e nditu re

(156, 510)

En dowmen t net a s set s,
end o f yea r

$

$

8, 664, 4 93

$

18 ,046,361

$

26,71 0, 854

Endo wment net asset composition by fund type a nd changes in e ndowmen t net assets by fund type
as of June 30, 2012 a re as foll ows:
Tota l Net
Tempora rily

Permanentl y

End ow ment

Restricted

Restricted

Assets

Unrestricted
Endowment net assets,
beginning of year

$

$

5,408,744

$

Contributi ons

16,882,077

$

519,655

22,290,821
519,655

in terest and d iv idend
income
Net app reciation

778,143

778,143

212,700

212,700

(593,221)

(593,221)

Amounts ap propr iated
for ex pen d itu re
Endowment net assets,
end of yea r

$
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E.

Pledges Receivable

Pledges receivable have been designated to be paid by donors as follows:
Year ended June 30,
2014
2015
2016
2017
2018
Thereafter

$

Less: present value d iscount
Less: al lowance for uncollectible pledges

(115,653)
(263,922)
2,259,647

Pledges rece ivable, net
Less: current pledges receivable
Noncurrent pledges receivable
F.

986,274
780,493
460,193
234,108
145,154
33 000
2,639,222

(870,620)
$

1.389.027

Property and Equipment

Property an d equipment as of June 30, 2013 and 2012 consis ts of the following :
2013
$

Land
Furniture and equipment
Bu ildings
Less: accum ula ted depreciation

53,000
127,907
175 000
355,907
(146,588)

2012
$

53,000
126,907
175 000
354,907
(134.120)

$
209.319
$
220.787
Depreciation expense was $12,468 and $7,954 for the yea rs ended June 30, 2013 and 2012,
respectively.

G.

Defe rred Giving Program

The foundat io n establ is hed a life ins urance deferred g iving prog ra m during 1983. The program
consists of donors designa ting the Foundation as the owner and beneficiary of li fe ins urance policies.
The re are twenty deferred g iving prog rams w ith life insurance in effect totaling $685,000 fo r both
yea rs en di ng Ju ne 30, 2013 a nd 2012, respective ly. The cash s urrender value of these policies as of
June 30, 2013 and 2012 is $119,910 and $115,716, respecti vely.
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H.

Support fo r Morehead State University

The Foundation's purpose is to assis t in the development, g rowth, ex pansion and prog ress of the
studen t program s o f Morehead State University. A ll support to the University has been disclosed
separate ly on the statem ents of activities as University support.
I.

Net Investment in Capital Leases

The Foundati on's net investment in d irect financi ng ca pita l leases of rea l estate with the University as
of June 30, 2013 and 2012 is as follows:
2013

Total minimum lease payments to be received
Less: unearned income
Net investment in capital leases

2012

$

696,915
(193,553)

$

$

503.362

$

930,945
(240,945)

620,0QQ

The fo llowing is a schedule of future minimum lease payments due from direct financing capital
leases as of June 30:
2014
2015
201 6
2017
2018
Thereafter

$ 111,495

111,495
77,700
70,941
70,941
254,343
$ 626,215

J. Temporarily and Permanently Restricte d N et Assets
Temporarily restricted net assets are available at June 30, 2013 and 2012 fo r the following purposes:
2013

Funds restricted fo r s p ecifi c purposes
Schola rships
Athletics

12,623,333
13,681
24,738

$ 9,775,303

$ 12.661.752

$ 10.122,248

$

Permane ntly restricted ne t assets a t June 30, 2013 a nd 2012 consis t of endowment funds.
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15. Morehead State University Foundation, Inc., continued

J. Temporarily and Permanently Restricted Net Assets, continued
Tempora rily restricted net assets consist o f the follow ing as o f June 30:

2013
Cas h
Pled ges receiva ble
Investm ents
Building s
Net in vestme nt in ca p ital leases

$

532,495
2,075,648
9,414,495
135,752
503,362

_$__12,661.252

2012
$

700,363
2,230,889
6,556,367
139,251
573,078

$ lQ.122,218

Pe rmanently restricted net assets cons is t o f the fo llow ing as of June 30:

2013
Cash
Pledges receiva ble
Investm ents
Land
Net in vestm ent in capital leases

2012

204,901
138,501
17,649,959
53,000

$

_$__18,046,361

$

$

200,383
17,031,427
53,000
116,922
17,1Ql,Z32

K. Related-Party Transactions
T he University entered into a n ag reement w ith the Found a tio n w here the U ni ve rs ity w ill provide
personne l, office s pace, s u p port equipm ent and o the r serv ices that m ay be necessa ry to the operati o n
of the Fo u nd atio n . T he Foun d a tio n re imburses the Uni vers ity for these services at a rate dete rmi ned
m u tua ll y by the tw o entities, $81,709 fo r the years ended June 30, 2013 and 2012. GAA P requires
recognitio n o f p rofessio na l services received if those services (a) create lo ng-li ved assets o r (b) requ ire
specialized skills, a re provided by ind ivid ua ls possessing those skills, and woul d typ ica ll y need to be
purchased if no t p rovided by d onatio n . Those services in excess o f the agreed u pon amou nt are
considered in-kind contributed ser vices and are treated as both reven ue a nd expen se to the
Foundation.
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K. Related-Party Transactions, continued
Rela ted party tra nsactions and balances are as follows during 2013 and 2012:

Funds disbursed by the University on behalf of the Foundation for
employee salaries and benefits
Funds due to the University by the Foundation

2013

2012

$ 99,499

$100,228
60,948

31,928

Transactions w ith the Unive rsity include direct financing capita l leases and support for the
University as disclosed in Notes H and I.
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Schedule of Bonds, Notes and Capital Lease Obligations
June 30, 2013

Issue
Date

Net
Amount of
Issue

Interest
Cost

Interest
Paid
2012-13

Debt Service
Requirements 2013-14

1,080,000

$ 62,587

~

Payments
2012-13

New Issues

1,650,000

~ 570,000

~

1,650,000

570,000

1,080,000

Outstanding
Iune 30, 2012

Outstanding
Iw1e 30, 2013

Princi12a l

Interest

Consolidated Educational
Building Revenue Bonds:
01/01/04

Series M

Total ed ucational buildings

~

5,620,000

2.00-4.50%

5,620,000

~

~

585,000

i 42,637

62,587

585,000

42,637

General Receipts:
2007 Series A Bonds

08/14/07

6,445,000

4.00

4,975,000

405,000

4,570,000

190,900

230,000

178,200

2008 Series A Bonds

06/10/08

10,000,000

3.00-3.80

7,385,000

690,000

6,695,000

244,035

715,000

221,204

2008 Series B Bonds

06/10/08

1,875,000

4.00-4.50

90,000

90,000

2009 Series A Bonds

07/29/09

28,930,000

2.00-6.00

26,570,000

1,210,000

25,360,000

1,367,049

1,235,000

1,329,114

2010 Series A Bonds

06/29/10

5,770,000

1.27-5.75

5,525,000

245,000

5,280,000

244,119

250,000

239,138

2011 Series A Bonds

07/25/11

5,090,000

2.00-4.125

5,090,000

210,000

4,880,000

166,856

215,000

162,606

2012 Series A Bonds

06/15/12

5,060,000

2.00-3.625

5,060,000

5,060,000

122,278

210,000

143,181

Tota l General Recei pts

63,170,000

51,845,000

2,339,287

2,855,000

2,273,443

54,695,000
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Schedule of Bonds, Notes and Capital Lease Obligations
June 30, 2013

Issue
Date

Net Amount
of Issue

Interest
Cost

Outstanding
Iune 30, 2012

Payments
2012-13

New Issues

Outstanding
Iune 30, 2013

Interest
Paid

Debt Service
Requirements 2013-14

2012-13

Princir1al

Interes t

14,598

4,330

Lease Purchase Agreements:
MSU Foundation, Inc.

03/01/99

240,000

5.0

107,122

13,887

MSU Foundation, Lnc.

07/15/02

990,000

5.25

33,221

33,221

MSU Foundation, Inc.

10/21/02

466,457

9.4

346,415

19,887

326,528

32,126

21,839

30,174

C iti Mortgage, Inc.

03/31/05

1,824,000

4.19

1,052,685

122,177

930,508

42,841

127,350

37,668

Suntrust Bank, Inc.

06/15/05

3,874,522

3.58

1,309,796

421,202

888,594

43,154

436,415

27,940

MSU Foundation, Inc.

09/01/05

327,764

4.47

119,541

35,942

83,599

4,613

37,582

2,973

JP Morgan/Chase

03/31/12

9,671,127

2.65

9,671,127

403,256

570,803

Total lease purchase
Total

5,041
243

9,671,127

17,393,870

12,639,907

646,316

$ 86.1 83.87Q

$ 68.281,2QZ

$ 1,066.316

61

93,235

$

11,993,591

128,018

1,041,040

673,888

$61,218.521

$2,522.822

$1A81,Q1Q

$ 2.282.268

MOREH EAD STATE UNIVERSITY

Schedule of Expenditures of Federal Awards
Year ended June 30, 2013

Federal Grantor/Pass Through
Grantor/Program or Cluster Title

Pass Through
Number

U.S. Department of Education:
Direct Programs:
Student Financial Aid Cluster:
FEDERAL WORK STUDY
FEDERAL PELL G RANT PROGRAM
FEDERAL SUPPLEMENT AL EDUCATIONA L
OPPORTU NITY G RANTS PROGRAM
FEDERAL PERKI NS LOAN PROGRAM
FEDERAL DIRECT LOAN PROGRAM
TEACHER ED UCATION ASSISTANCE FOR
COLLEGE AN D HIGH ER EDUCATION GRANT

CFDA
Number

84.033
84.063

Federal
Expenditures

$

912,625
15,701,276

84.007
84.038
84.268

275,631
476,384
49,969,907

84.405

78,822
67,414,645

TRIO Cluster:
CEOC - SE 07-10
CEOC - NE 09/14
STUDENT SUPPORT SE RVICES 10/15
TALE NT SEARCH II 11/16
TALENT SEACH 11/16
UPW ARD BOU ND MATH/SCI 12/13
UPWARD BOUND MATH-SCI 08-12
UPWARD BOUND C ENTRAL 13/14
UPWARD BOUND EAST 12/13
UPWARD BOUND EAST07-11
UPWARD BOUND CENTRAL 09/10

84 .066
84.066
84.042
84.044A
84.044A
84.047
84.047
84.047A
84.047
84 .047
84.047A

50,246
511,780
326,773
257,524
439,988
148,531
93,901
94,573
175,640
144,389
499,043
2,742,388

G EAR-UP !RAPP 08-14
ROW LAND-USED-CEOC-SE 12/17

84.334A
84 .066A

1,641,489
170,339
1,811,828

84 .0S-I
84.051
84.048
84.048
84.048
84.048

2,01 4
19,892
18,443
11,224
11,397
12,578

Passed through Kentucky Education and Workforce
Development Cabinet - Department for Workforce
Investment:
STUBBS-TEACH ER EDUCATO RS
STUBBS- USE D-FIELD BASED 12/13
ST UBBS TITLE IC-LEA DERSHIP 12
ST UBBS T IT LE IC-V ET SC I 12/13
STUBBS-TITLE IC- NU RSIN G 12/13
STUBBS-TlTLE-lC- IMAG SCI 12/13

PON2 53112000030821
PON2 531 1200003621 1
PON2 531 1200003085 1
PON2 531 1200003943 1
PON2 531 1200003943 1
PON2 531 1200003943 1
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Federal Grantor/ Pass Through
Grantor/ Program or Cluster Title

STUBBS-TITLE IC-CARRY FWD 13
WYMER-USED-KDE-COBRA 12/13
MATTINGLY-CDP REHAB 12/14

Pass Through
Number

PON2 540 1300001622 1
PON25401200001684 1
PO N2 531 120000281 l 1

Passed through Kentucky Council on Postsecondary
Education:
HARR-CPE-ADULT PROF DEV 12/13
CONNELL-WOLFE ADULT LC 12/13
CONNELL-BATH AD ULT LC 12/13
HENDRlX-POWELL ADULT ED 12/13
HENDERSON-MSU-ADULTLC 12/13
BOWERSOCK-WL ADU LT LC 12/13
CONNELL-MONTGOMERY LC 13
CONNELL-ADULT ED ACADEMY 12/13
BARTON-USED-CPE-READING 12/14
BARTON-USED-CPE-ALGEBRA 12/14
BARTON-ACTIVE MATH-USED-CPE 12
BARTON-USED-CPE-READING 12/13
KY GEAR UP II 10/11

PO2 415 1200006391 1
PO2 415 1300002114 1
PO2 415 1300002114 1
PO2 415 13000021141
PO2 415 1300002114 1
PO2 41513000021141
PO2 415 13000021141
PON2 415 130000476 1
PO2 415 13000032851
PO2 415 1300003326 1
PO2 415 1200002925 1
PO2 415 1200003615 1
PO2 415 11 00000130 1

Passed throug h Marshall Univers ity Research Corporation
ODDIS-DOE-MURC-MAGNETS 12/13

MURC 210060

CFDA
N umber

Federal
Expenditures

84.048
84.366B
84.346

704
85,892
810,437
972,581

84.002
84.002
84.002
84.002
84.002
84.002
84.002
84.002
84.367B
84.367B
84.3678
84.3678
84.334

48,954
93,440
121,409
138,013
140,354
163,079
182,386
238,011
15,897
19,929
102,357
102,151
145
1,366,125

84.116

45,904
------=---45,904

Passed through National Writing Project
Corporation:
NWP #13 05/ 10
MASCLE-USED-NWP-SEED 12/13
MASCLE-USED-NWP-HIGHNEED 12/13

94-KY07
94-KY07-SEED2012
94-KY07-SEED2012

84.928
84.3670
84.928A

- --

2,508
11,282
19,800
----'---33,590

74,387,061

Total U.S. Department of Ed u cation
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Schedule of Expenditu res of Federal Awards
Yea r ended june3~2013
Federal Grantor/Pass Through
Gran tor/ Program or Cluster Title

Pass Through
Number

U.S Department of Health and Human Services:
Direct Programs:
COOPER-HHS-SCHOLARSHIPS 11/12
SEELIG-MARTIN COUNTY HHS 10/12

Passed through Eastern Kentucky University:
GEURl N-PCWCP-MT STERLI NG 12/13
GEURIN-PCWCP-MOREHEAD 12/13
HESTERBERG- PCWCP-PRESTION 12/13
HESTERBERG-PCWCP-ASHLAND 12/13
WILSON-TRAIN ING RESOURCE 12/ 13

Passed through Governor's Office of Early Childhood
A KERS-J-IHS-GOEC-CECC 13

452505-13-105
452505-13-104
452505-13-106
452505-13-107
452502-13-103

PON2 135 13000017371

CFDA
Number

Federal
Expenditures

93.925
93.888

(1,250)
54
(1,196)

93.658
93.658
93.658
93.658
93.658

5,912
6,142
6,612
7,374
90,684
116,724

93.708

26,120
26,120

93.048
93.048
93.048
93.048

4,288
11,950
17,895
1,017
35,150

Passed through Louisville Metro Community Action
Project:
90MP0048/01
90SP0018/0l
90SRSKY004
90MP0102-03-00

JUDD-HHS-CAPAC ITY-BUILDING 11/12
JUDD-HHS-CAPACITY-BUILDI NG 12/13
JUDD-HI-IS-LMG-KY MEDICARE 12/13
JUDD-KY MEDICARE-HHS-METRO 13/14

Passed through Volunteers of America of Los Ange les:
SHA NNON- HHS-VOALA-HIV 12/13
SHAN NON-VOL-REENTRY 11/12
SHANNON-VOL-SAFE HAVENS 11/12
SHANNON-HHS-VO L-SAFEH AVEN 12/13
SH ANNON-HHS-VOL-REENTRY 12/13

Passed through Administration Offi ce of Courts:
SHANNON-HHS-CLARKMADISON 12/13
SHANNON-HHS-MUHLE N BERG 11 /12
SHANNON-HHS-STATEWIDE 11/12
SHANNON-HHS-COURTS-PERRY 11/12

T1024433
Tl022530-01
T1021268
T1021268
Tl 022530-0l

93.243
93.243
93.243
93.243
93.243

3,856
5,566
13,539
14,101
34,239
71,301

PO2N2-025-1200001292
PON2-025-1200001314
PON2-025-1200001315

93.243
93.243
93.243
93.243

2,167
2,6·12
4,617
4,784

5H79TI020019-03
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SHANNON-HHS-CLARK MADISON 11/12
SHANNON-HHS-MUHLE NBERG 12/13
SHANNON-HHS-HOPKINS #2 12/13
SHANNON-HHS-COURTS-DAVIESS 11/12
SHANNON-HHS-CRT-MCCRACKEN 12/13
SHANNON-HHS-COURTS-FLOYD 11/12
SHANNON-HHS-KNOX LAUREL 11/12
SHANNON-HHS-COURTS-HARDIN 11/12
SHANNON-HI-IS-COURTS-FAYETTE 11/12
SHANNON-HHS-COURTS-HOPKINS 11/12
SHANNON-HHS-COURT-WARREN 12/13
SHANNON-HHS-COURT-SMART 12/13
SHANNON-HI-IS-STATEWIDE 12/13
SHANNON-HHS-COURT-DAVIESS 12/13
SHANNON-HHS-COURT-HAPKINS 12/13
SHANNON-HHS-COURT-H ARDI N 12/13
SHANNON-HHS-COURT-FAYETTE 12/13
SHANNON-HHS-KNOX-LAUREL 12/ 13
SHANNON-HHS-KNOTT-MAGOFFIN 12/13
SHANNON-HHS-KNOTT-MAGOFFIN 11/12

Pass Through
Numbe r

PON2-025-1200001292
PON2-025-1200001314
IH79TI024485-01
PON2-025-1100001372
1 I-179TI024488-01
PON2 025-1200000761
PON2-025-1200000787
PON2-025-1200000784
PO N2-025-1100001371
PON2-025-1200000785
1 I-179TI024174-01
PON2-025-1300001757
PON2-025-1200001315
PON2-025-110000001372

PON2-025-1200000785
PO N2-025-1200000784
PON2-025-1100001371
PON2-025-1200000787
PON 2-025-1200002084
PON2-025-1200002084

CFDA
Number

93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243
93.243

Total U.S. Depa rtment of Health and Human
Services

Federal
Expenditures

4,935
6,826
9,227
11,028
11,751
11,901
12,894
13,014
13,781
13,854
14,622
15,889
21,625
25,690
25,750
35,947
39,130
43,197
45,985
3,886
395,112

643,211

l).S. Department of Homeland Security:
Passed through National Institute for Hometown
Security:
LANGE-NII-IS STU IDY 10/11 *

Passed throug h to Uni versity of Kentucky Resea rch:
Foundation
HAIL-DI-1S-NIHS-DAMS 10/12*

Total U.S. Department of Home land Security

11-09-MOSU

97.000*

502 436
502,436

3048106906-11-420

97.000*

96 980
96,980

599,416

*Not subject to ON! 13 Circular A-133
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Pass Through
Number

Federal Grantor/Pass Through
Grantor/Program or Cluster Title
U.S. Department of Defense:
Passed through Radiance Technologies:
MALPHRUS DOD RAD 12

10S-2139

CFDA
Number

Federal
Expenditures

12.000

237,596

Total Department of Defense

237,596

National Science Foundation:
Direct Programs:
DENNIS-NSF-PERIPLASMIC 11/13
HARE-NSF-MAPPING 12/13
SCHACK-NSF-NUMERACY 11/12
Passed through University of Kentucky Research
Foundation
OKEEFE-NSF-UKRF-CENOZO IC 12/13

3048108525-13-165

Passed through Universidad Metropolitana, SRDC
ESPADA-SUMMER RESEARCH-13/ 14
ESPADA-SUMMER RESEARCH 12

47.074
47.075
47.076

22,738
75,655
54,872
153,265

47.081

7,335
7,335

47.049
47.049

726
11,599
- ----'-- 12,325

- --

Total National Science Foundation

172,925

Corporation for National and Community Service
Direct Programs:
JUDD-CNCS-RSVP 12/15

94.002

77,855
77,855

528101 -l 0-001

94.005

16 231
16,231

PO2730 1300000045 2
PON2 730 100000391 4 6

94.006
94.006

328,258
44,796
- '--373,054

Passed through Western Kentucky University Research
Foundation
HAIGHT-KUPEE 09/12
Passed through KY Cabinet for Health and Family
Services
MSU CORP CNCS 12/13
MSU CORP-10 MONTH CNCS-11/12

Total Corporation for National and Co mmunity
Service

-

- --

-

467,140
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Federal Grantor/Pass Through
Grantor/Program or Cluster Title

Pass Through
Number

Corporation for Public Broadcasting
Direct Programs:
HITCHCOCK-CPB-RADIO 12/14
HITCHCOCK-CPB-RADIO-BONUS 12/14
l-lITCHCOCK-CPE-RADIO 11/13
HITCHCOCK-CPB RADIO 12/13

CFDA
Number

11.550
11.550
11.550
11.550

Total Corporation for Public Broadcasting

Federal
Expenditures

18,180
20,727
61,232
41,857
141,996

Small Business Administration:
Passed through University of Kentucky Research
Foundation:
MORLEY-SBA-UKRF-SBDC EXPORT 12
MORLEY-SBA-UKRF-FED 12/13
SBDC -SBA-UKRF-FEDERAL 11/12

3046356600-12-587
3048110108-13-160
2-603001-Z-0018

59.037
59.037
59.037

Total Small Business Administration

24,174
104,622
35,143
163,939

U.S. Department of Justice:
Passed through Justice & Public Safety Cabinet:
WILBURN-DOJ-R ESPONSE 13
VA WA-2012-Morehead-00262

16.588

8,296

Passed through KY Administrative Office of
the Courts
SHANNON-DOJ-CRT-VETERANS 12/13

93.243

5,864

2012-DC-BX-0039

Total U.S. Department of Justice

14,160

Appalachian Regional Commission:
Direct Programs:
KY-AHED-Duval l 04-09
DEMOSS-ARC Dental 11/12
Passed throug h East Tennessee State
MCMICHAEL-ARC-ETS-ATP "12/13

220012-05

Total Appalachian Regional Commission

23.001
23.001

327,012
253,223
580,235

23.011

4,000
4,000
584,235
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Pass Through
Number

Federal Grantor/ Pass Through
Gran tor/Program or Cluster Title

CFDA
Number

U.S. Department of Labor:
Direct Programs:
WILSON-DOL-YOUTHBUILD 12/13

17.274

Passed through Buffalo Trace Area
Development District:
REYNOLDS-TODA Y'S YOUTH 12/13

17.259

Total U.S. Department of Labor

Federal
Expenditures

48,998
48,998

98,694
98,694

-------'--

147,692

National Aeronautics and Space Administration:
Passed through UKRF-KY SPACE GRANT CONSORTIUM:
THOMAS-NASA-KSGC-STEM 11
PANNUTI-NASA-UKRF-FREQ 12/13
THOMAS-NASA-KSGC-WORKSH OP 12
BROWN-NASA-UKRF-CXBN 12

3048107336-11-190
3048107645-13-145
3048107336-12-486
3048107336-12-485

43.001
43.001
43.001
43.001

Total National Aeronautics and
Space Administration

688
6,719
3,170
10,915

21,492

U.S. Department of Agriculture:
Direct Programs:
MORLEY-ENERGY AUDIT 10/12
MORLEY-USDA-RURAL BUS 12/13
MORLEY-USDA 08/10

10.769
10.769
10.769

23,968
68,729
762
93,459

Passed Through to Kentucky Department of Education
C ADY-SUMMER FOOD 12

103-X30-999-SU

10.558

11,237
11,237

Passed Through to Louisiana State Unive rsity
MARK-USGS-LSU 11/12

2011 -69005-30515

10.310

22,312
22,31 2

Total U.S. D epartment of Agriculture

127,008
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Federal Grantor/Pass Through
Grantor/Program or Cluster Title

Pass Through
Number

National Endowment for the Arts:
Passed throug h South Arts:
TOWELL-NEA-SA-JASPER 12

CFDA
Number

Federal
Expenditures

45.024

4 333
4,333

Total National Endowment for the Arts

4,333

U.S. Environmental Protection Agency:
Passed through Kentucky Environmental and Public Protection Cabinet:
WRIGHT-EPA-KEC-LAB 12/13
WRIGHT-EPA-KEC-CERT 12/13
PON2 12912000021961

66.468
66.468

Passed through Kentucky Division of Water:
HAIGHT-TRIPLETT C RE EK 08/09

66.460

C9994861-08

12,769
17,850
------'---30, 619

97 618
97,618

Total U.S. Environmental Protection Agency

128,237

National Institute of H ealth:
Direct Programs:
HARE-NIH-MOA-OF-UMUD 12/16
WHITE-NIH-AMPHETAMINE 11/14
HARE-N IH 09/12

Passed through University of Louisville Research
Foundation:
INBRE-KBRIN-DENNIS-LEAD 13/14
HARE-N IH-UMUD-KBRI N BRIDC 13/14
INBRE-KBRIN-T H ARE 12/13
INBRE-KBRIN-GIBBS-INYEST 13/14
INBRE-Kl3RIN-CARLSON 12/13
INBRE-KBRIN-DENNIS-LEAD 12/13
INBRE-KBRIN-DENN!S-ELLISON 12/13
INBRE-KBRIN-DENN IS-STARTUP 12/ 13
INBRE-KBRIN-J HARE 12/13
INBRE-KBRIN-DENNIS-I NVEST 12/13
INBRE-KBRIN-CARLSON 13/14

93.1130
93.1130
93.859

ULRF 09-0109D1-06
ULRf 09-0109D1-06
OCMB090109C1-MSU
U LRF 09-01 09D1 -06
OCMB090109C1-MSU
OC MB090109Cl -MSU
OGMB090109Cl-MSU
OCMB0901 09C1-MSU
OGMB090109C1-MSU
OGMB0901 09Cl-MSU
ULRf 09-0109D1-06
69

93.389
93.389
93.389
93.389
93.389
93.389
93.389
93.389
93.389
93.389
93.389

-

34,598
84,641
7,400
- - -- - - ' - 126,639

1,296
5,168
7,664
9,183
18,307
23,829
27,973
30,969
50,163
92,435
6,199

MOREHEAD STATE UNIVERSITY
Schedu le of Expend itu res of Federal Awards
Year ended June 30, 2013
Federal Grantor/Pass Through
Grantor/Progra m or Cluster Title
INBRE-KBRIN-MATTINGLY 13/14
INBRE- KBRIN-MATTING LY 12/13

Pass Throug h
Number

U LRF 09-010901-06
OGMB090109C1-MSU

CFDA
Numbe r

93.389
93.389

Total National Institute of Health

Federal
Expenditures

14,205
294,085
---------'-581,476
708,115

U.S. Geological Survey:
Direct Program:
O KE EFE-USGS-CCTP 12/13

Passed throug h America View, Inc.:
MCMICHAEL-USGS-AMVIEW 11/12
MCMICHAEL- USGS-AMVIEW 12/13

Passed through University of Kentucky Research
Foundation:
PEYTON-USGS-UKRF-METAL 12/13
PEYTON-USGS-UKRF-SUNFISH 12/13

Passed through US Department of Interior:
MASON-USCS-OO1-MAPPING 12/14

15.808

434
434

AV08-KY01
AV08-KY01

15.815
15.815

7,885
9,056
16,941

3048108119-12-607
3048108119-12-608

15.805
15.805

3,952
4,096
8,048

18.510

9,055
9,055

G12AC20159

34,478

Total U.S. Geolog ical Survey

Na tional Highway Traffic Sa fety Administration:
Passed throug h Ke ntucky Transportation Cabinet:
STIDAM-NWTSA-POSTED 11/1 2

AL-12-26

20.600

Total National Highway Traffic Safety
Administration

855

855

U.S. D e partment of Energy:
Direct Program:
PHILLIPS-US ENECRY 10/11

81.087
70

19,807

MOREHEAD STATE UNIVERSITY
Schedule of Expendi tures of Federa l Awards
Year ended June 30, 2013
Federal Grantor/Pass Through
Gran tor/ Program or Cluster Titl e

Pass Through
Number

CFDA
Number

Federal
Expenditures

Total U.S. Department of Energy

19,807

Institute of Museum and Library Services
Direct Program:
COLLINGSWORTH-OUTREACH 11/13

45.301

15,883

Total Institute of Museum and Library Services

15,883

U.S. Department of State
Direct Program:
MASTERSON-DOS-READING RM 12/13

19.700

12,456
12,456

Total U.S. Department of State
Total Expenditures of Federal Awards

$

Tl

78.632.035

MOREHEAD STATE UNIVERSITY
No tes to Schedule of Expenditures of Federal Awa rds
1. Basis of Presentation
The accompanying schedule of expenditures of federal awards includes the federal g rant activity of Morehead
State University (the "University") and is presented on the accrual basis of accounting. The information in this
schedul e is presented in accordance with the requirements of 0MB Circular A-133, Audits of States, Local
Governments and Non-profit Organizations. Therefore, some amounts presented in this schedule may differ from
amou nts presented in, or used in the preparation of, the basic financial statements.
2. Federal S tudent Loan Programs

Loans made by the University to e ligible students und er the Federal Perkins Loan Program and federal
student loans issued by the Federal Direct Loan Program during the year ended June 30, 2013 are su mmarized
as follows:
Federal Perkins Loan Program:
Loans disbursed
federal Direct Loan Program:
Federal Unsubsidized Loans
Federal Subs idi zed Loans
Federal Plus Loans

$

476,384

$

32,183,990
16,186,516
1,599,401

As of June 30, 2013, the Univers ity had loans outstanding, in the amount of $3,403,516 w ith an allowance for
doubtful accounts of $79,850 under the Federal Perkins Loan Program.
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Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance
with Govemment Auditing Standards
Report of Independent Auditors
Members of the Board of Regents and
Dr. Wayne D. Andrews, President
Morehead State University
Morehead, Kentucky
We have audi ted, in accordance w ith the auditing standards generally accepted in the United States of America
and the standards applicable to financi al audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of Morehead State University (the University)
as of and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise the University's basic financial statements, and have issued our report thereon dated October 24, 2013.
Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University's internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the University's internal control. Accordingly, we do not express an
opinion on the effectiveness of the University's internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was fo r the limited purpose described in the first paragraph of this section
and was not d esigned to identify all deficiencies in internal control over financial reporting that might be material
weaknesses or significant deficiencies. Given these limitations, during ou r audit we did not identify any

106 W. Vine Street, Suite 600 • Lexington, KY 40507 • 859-255-2341 phone
859-255 0125 fax
500 W. Jefferson Street, Suite 1400 • Louisville, KY 40202 • 502-S89-6050 phone
502-581-9016 fax

d

dorton.com

Members of the Board of Regents and
Dr. Wayne D. Andrews, President
Page 2

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements are free from
mate rial misstatement, w e performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, in which noncompliance could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and according ly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance o r othe r matte rs that are required to be reported under
Government Auditing Standards.
Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Stn11dnrds in considering the entity's internal conh·ol and compliance. Accordingly, this communication is not
suitable for any other purpose.

~ ~ ~ Fen« P!!C
October 24, 2013
Lexington, Kentucky
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Report on Compliance For Each Major Program
and Report on Internal Control O ver Compliance
Required b y 0 M B Circular A-133
Report of Indep endent Auditors
Members of the Board of Regents and
Dr. Wayne D. Andrews, President
Morehead State Uni versity
Morehead, Kentucky
Re port on Compliance for Each Major Federal Program

We have a udi ted the com pliance of Morehead State University (the University) with the types of compliance
requirements desc ribed in the U.S. Office of Management and Budget (0MB) Circular A-133, Compliance
Supplement that could have a d irect and ma terial effect on each of its major federa l programs for the year ended
June 30, 2013. The University's major federa l programs are iden tified in the summary of auditors' results section
of the accompanying Schedule of Findings and Questioned Costs.
Management's Respons ibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federa l programs.
Auditor's Respons ibility

Ou r responsibi lity is to express an opinion on compliance for each of the University's major federal programs
based on our audit of the types of compliance requ irements referred to above. We conducted ou r audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financia l audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and 0MB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and 0MB Ci rcu lar A-133 require that we p lan and perform the audit to obtain
reasonable assurance abou t whether noncompliance with the types of compl iance requiremen ts referred to above
that could have a d irect and material effect on a major federal program occurred. An audit includes examining,
on a test basis, evid ence about the University's compliance with those requirements and performing such other
procedures as we conside red necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the University's compliance.
O pinio n o n Each Major Fed e ral Progra m
In our opinion, the University complied, in all material respects, with the compliance requirements referred to
above that could have a direct and mate rial effect on each of its major federal programs for the year ended June
30, 2013.
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Members of the Board of Regents and
Dr. Wayne D. Andrews, President
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Report on Internal Control Over Compliance
Management of the University is responsible for establishing and maintaining effective internal control over
compliance w ith the compliance requirements of laws, regulations, contracts, and grants applicable to federa l
programs. In planning and performing our audit, we considered the University's internal control over
compliance with the requireme nts that could have a direct and mate rial effect on a major federal program in
order to determine o ur auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on internal control over compliance in accordance with 0MB Circu lar A-133, but not for the purpose
of expressing an opinion on the effective ness of internal control over compliance. Acco rdingly, we do not express
an opinion on the effectiveness of the University's internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow m anagement or employees, in the normal course of perfo rming their assigned functions, to
prevent, or detect and correct, noncompliance w ith a type of compliance requirement of a federal program on a
timely basis . A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
inte rnal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requireme nt of a federal program will not be prevented, o r detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, o r a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a mate rial weakn ess in internal control over compliance, yet important e nough to merit attention by those
charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the fi rst
paragraph of this section and was not designed to identify all deficiencies in inte rnal control that might be
deficiencies, significant deficie ncies, or material weaknesses. We did not identify any deficiencies in inte rnal
control over compliance that we consider to be material weaknesses, as defined above. However, material
weaknesses may exist that have not been identi fied .
The purpose of this report o n internal control over compliance is solely to describe the scope of our testing of
inte rnal control over compliance and the results of that testing based on the requirements of 0MB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

October 24, 2013
Lexing ton, Kentucky
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Schedu le of Findings and Questioned Costs
Year ended June 30, 2013
Section I - Summary of Auditors' Results (under Section .505(d)(l) of 0MB Circular A-133):

Financial Statements:
a.

The type of report issued on the financial statements: Unmodified Opinion

b.

Internal control over financial reporting:
Material weaknesses: No
Significant deficiencies identified that are not consid ered to be material weaknesses: None Noted

c.

Non-compliance which is material to the financial statements: No

Federal Award:
d. Internal control over m ajo r programs:
Material weaknesses: No
Significant deficiencies ide ntified that are not considered to be material weaknesses: None Noted
e.

The ty pe of report issu ed on compliance for major programs: Unmodified Opinion

f.

Any audit findings which are required to be reported under Section .SlO(a) of 0MB
Circular A-133: No

g.

Major programs:
Student Financial Aid Custer:
Federal Pell Grant, CFDA 84.063
Federal Work Study, CFDA 84.033
Federal Supplemental Educational Opportunity Grant, CFDA 84.007
Federal Perkins Loan, CFDA 84.038
Federal Direct Loan Program, CFDA 84.268
Teacher Education Assistance for College and Higher Education Grant, CFDA 84.405
Liles Scholarship, CFDA 93.925
Improving Teache r Quality S tate Grants, CFDA 84.3678

h. Dollar threshold used to distinguish between Type A and Type 13 programs: $323,764
i.

Auditee qualified as a low-risk auditee: Yes

Section II - Financial Statement Findings (under Section .505(d)(2) of OMl3 Circular A-133):
Find ings Relating to the Financial Statements Reported in Accordance with Government Auditing Standards:
None Noted
Section III - Federal Award Findings and Questioned Costs (under Section .505(d)(3) of 0MB Circular A-133):
None Noted
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